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—_ the significant events of major 
importance in the history of oil drilling 
was the introduction of the rotary drilling 
process, a major development over previous 
‘*boring’’ methods. Powered by a_ horse 
driven sweep, this tedious method made 
slow progress by turning a crude 
bit with projecting wings through 
formations below the surface of the 
earth. However slow and trouble- 
some this early mechanism, its 
engineering theory was proved 
in actual drilling practice. It was 
this basic fact that inspired the 
invention of the Hughes Rock Bit 
in 1909 which, in turn, revolution- 
ized the oil drilling industry. 
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THE FIRST HYDRAULIC ROTARY RIG was built by thi 
Baker brothers in a blacksmith shop in the Dakota 
Territory and was originally powered by a hors: 
walking around a sweep. Tt was first used to drili 
water wells and was later applied to oil drilling in 


the Corsicana field in Texas. 


The development of this drilling theory 
has motivated the Hughes engineering and 
research divisions to improve continuously 
on the original Rock Bit. Since the inven- 
tion of the Hughes Bit, myriad varying 
formations in oil fields of the world have 
been encountered, many of which 
necessitated a different drilling 
treatment. Hughes scientists and 
research specialists have met these 
challenges with an ‘Engineered 
Solution’’ for drilling every sedi- 
mentary formation known to man. 
Thus, Hughes products have earned 
the enviable reputation, ‘‘WORLD 
STANDARD OF THE OIL 
DRILLING INDUSTRY.” 
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Idea: move a derrick on roller skates 


A typical example of B. F. Goodrich improvement in tires 


r] 
bing oil well derrick is as high as a 
415-story building. When they fin- 
ish drilling an oil well, they ordinarily 
dismantle the derrick, move it piece- 
meal to a new location. It’s a slow, 
costly operation, for these derricks are 
heavy and cumbersome and are loaded 
with engines and drilling equipment. 

A Texas contracting firm wanted to 
Cut moving time, save money. They 
wondered if 150-ton derricks could be 
moved intact—on rubber tires. They 
tame to B. F. Goodrich engineers 
with their problem. 

Then, following the tire recommen- 
dations of B. F. Goodrich engineers 


they built four ‘‘roller skates”’ or dollies 
with four big tires on each. With a 
heavy truck and a tractor pulling, 
and one of these dollies under each 
corner, the derrick shown in the pic- 
ture was moved 3% miles to a new 
location. Now ‘“‘skating’’ these der- 
ticks cross country is regular practice 
for this contractor. 

Working with anyone who has a 
transportation problem is typical of 
the work of B. F. Goodrich engineers. 
Whether you’re moving oil derricks 
or empty cartons, chances are that 
the recommendations of the B. F. 
Goodrich man will save you money. 


B. F. Goodrich has developed special 
truck tires for many purposes such as 
a snag-safe tire for rock quarries, a tire 
for underground mines, an extra thick 
tread tire for delivery service, a tire 
for combination off and on the high- 
way—even a special tire for the 
farmet’s plow. 

When you need truck tires, see 
the B. F. Goodrich man. The B. F. 
Goodrich Company, Akron, Ohio. 


B. F. Goodrich 
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The crisis that nel: to be pushing 
U.S. toward conflict in Berlin is less 
grim now. Diplomats are taking over 
from the generals. This article shows 
what forces are working against war. 


BRITAIN AS AIR BASE... .P. 13 
U.S. bombers, based in Britain, could 
cover all Europe. But they could not 
strike a decisive blow. Explained there is 
the deployment of U. S. planes in Europe, 
showing what effect they could have in 
war and diplomacy. 


HIGH COSTS IF U. S. FIGHTS..........P. 16 
‘Another major war would mean this to 
U. S.: Death for many more young men. 
Further wasting of natural resources. 
Lavish spending of billions of dollars. 
Piling up of national debt to fantastic 
heights. These are the costs that deflate 
war spirit. 


PRICE OUTLOOK FOR ACTION......P. 17 
Housewives know the problem — high 
prices. Congress is trying to find the an- 
swer. There is the possibility of contrels, 
direct or indirect, But there is no easy 
solution in prospect. 


WALLACE EMPHASIS ON ‘52........ P. 21 
Third-party vote this year will be small. 
But, Wallace supporters believe, when 
depression hits, the country will swing 
left and the new party will gain power. 


SOUTH’S TWO-PARTY PATH..........P. 22 
Tradition is likely to be cast aside in 
the South this November. Stirred by the 
split in the Democratic Party and by the 
rise of the States-rights ticket, Southern- 
ers may even go so far as to vote Re- 
publican. 


FEPC: WORKING MODE2.............. P. 24 


New York has a method for it. Under 
Governor Dewey, rules were put into 
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effect that may become a model for a 
U.S. law. Here is a report on how the 
Empire State applied its law against job 
discrimination. 


NEW AIM OF THE FRENCH............P. 26 
Upset of the French Government fore- 
casts the possibility of that nation’s align- 
ment with Russia on some policies in- 
volving Germany. France worries more 
about an aggressive Germany than about 
an aggressive Russia. 


‘SOAK THE RICH’ TAXES.........00.....P. 28 
Wealth has its troubles in Britain. The 
Socialist Government sheds no tears over 
declining fortunes of Britain’s top fami- 
lies. And the taxes bite deep. Some fami- 
lies are forced to sell capital to raise 
enough to pay the levies, while few can 
count on after-tax incomes of as much 
as $25,000 a year. 


CHEAPER FOOD IN ENGLAND........P. 30 
Rib roast at 40 cents a pound. Butter, 
80 cents, Margarine, 15 cents. Those are 
prices in the British Isles. This is the way 
it’s done: subsidies. 
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Blood -<tewmaie o Madi! 





help guard your health? 





F Q. How do blood tests q a 


ON 


physical examinations. So if your doctor sug- 
gests a blood test, don’t worry. He is using, 
for your benefit, one of the valuable procedures 
of medical science. 


OE A These tests help to reveal the condition of your 
eal * blood so that your physician can detect 
“thidden”’ diseases that are often difficult to 
>LD diagnose in their early stages. Many doctors 
use blood tests as a regular part of periodic 





Beth 
Millie 
srath, 

Q. What does a blood count tell your doctor? 
don A Checking the number, size, shape, and condi- count of white cells may be of value in diag- 
itor * tion of your blood cells is called a blood count. nosing certain diseases. It is sometimes com- 
Editor The number of red cells and the amount of bined with the sedimentation test, which estab- 
istry hemoglobin in them is one of the indices which lishes the time taken by blood cells to settle. 
Iden help reveal your general physical condition. A 
0, 


we |? Q. What will chemical analysis of the blood show? 


r East * 
Brazil 





normal amounts. This is important in aiding 
diagnosis. For example, excessive sugar, salts 
or waste products in the blood indicate con- 
ditions requiring medical treatment. 


A Your blood is composed chiefly of water, salt, 
Shimp * sugar, fat, and proteins. Chemical analysis of 
the blood is used to determine whether or not 
these and other components are present in 


ov. 
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The blood serves as a transporta- 
tion system within the body, bringing 
oxygen, food, and other materials to 
the body cells and carrying away 


are used to control bleeding and to 
make surgical ‘sponges’? which may 
safely be left in a wound while it 
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ow to predict 


the unprrcdidtable,/ 


Strictly speaking, that’s impossible, 
because it’s a contradiction in terms. 

But in any kind of forecasting— 
the weather or securities—you come 
closer to the right answer if you do 
the job scientifically, get the facts, 
analyze them fairly. 

Take the Steel Industry. Demand in 
1947 reached an all-time high. So 
did earnings. And the prospect for 
1948 seems excellent. 

At this point we cou/d recommend 
that you buy Steel. We don’t. But we 
do say that wise investors should in- 
vestigate steel securities as potentially 
attractive investments — and _ the 
known effects of steel on other indus- 
tries and securities. 

That’s why we’ve prepared a new, 
32-page study on Steel. It thoroughly 
explores press and demand and the 
way steel adapts itself to changing 
conditions of costs and prices. It gives 
past earnings, present position and a 
detailed picture of 24 leading com- 
panies—plus thumbnail reviews of 
21 others. Conscientiously it asks— 
then tries to answer—“How will the 
steel investor fare?” 

If that answer is important to you 
...if you want more facts for your 
own investment 
forecast...this sur- 
vey should hel 
you reach soun 
investment deci- 
sions. Your copy 
is free. Just write, 
or ask for it at 
any of our 99 
offices—today. 
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Underwriters and Distributors of 
Investment Securities 
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70 Pine Street, New York 5, N. Y. 
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Congress. President Truman facing a 
defiant Republican-dominated congres- 
sional audience with his appeal for anti- 
inflation and other legislation . . . South- 
erners planning a filibuster if action is 
forced on civil-rights measures . . . Re- 
publicans looking to presidential nominee 
Thomas E. Dewey for guidance and 
echoing the statement of the Dewey 
campaign managér, Herbert Brownell, 
that enactment of the Republican plat- 
form pledges must wait until after the 
election. 


World affairs. War scares falling, ris- 
ing, falling again . . . President Truman 
asserting chances of peace are excellent 
... The President deep in a huddle with 
his advisers on the Berlin crisis . . . Gen. 
Lucius D. Clay hurrying back from Ger- 
many to join discussions . . . Worry over 
whether the Berlin “air lift” will be ade- 
quate to keep American, British and 
French sectors of Berlin supplied .. . 
Secretary of State George C. Marshall 
asserting all diplomatic means will be 
used to keep the peace in Germany, but 
that the U. S. won’t be coerced or intimi- 


dated. 


The draft. Youth rearranging its future 
. . . Eighteen-year-olds rushing to enlist 
for one year, and so avoid later service. . . 
Most of them preferring the Navy .. . 
Others, 19 to 25, waiting to register in 
prewar fashion . . . Maj. Gen. Lewis B. 
Hershey, wartime Selective Service chief, 
in charge again, predicting it will be Oc- 
tober 1 before anyone actually is drafted 
. . . The General favoring induction of 
the older men first and no use of the 
wartime lottery system. 


The campaign. President Truman 
planning conferences with Democratic 
leaders from all sections to lay out cam- 
paign plans . . . The President and his 
aides talking of campaigning in North 
Carolina, to offset an invasion of that 
State by Governor Dewey . . . J. How- 
ard McGrath, Democratic National 
Chairman, predicting rebellious South- 
erners “will be with us when the chips 
are down.” 

Governor Dewey and Harold E. Stas- 
sen, in shirt sleeves, talking over cam- 
paign plans at Mr. Dewey’s Pawling, 
N. Y., farm .. . Indications that Mr. 
Dewey may hit far more strongly on for- 
eign policy as a campaign issue than had 
been expected . . . Mr. Dewey keeping 
informed on Berlin developments through 
his foreign affairs adviser, John Foster 
Dulles . . . Representative Hugh Scott of 
Pennsylvania, Republican National Chair- 
man, and Mr. Brownell, Mr. Dewey’s 
campaign manager, settling down to run 
the campaign from Washington. 


STASSEN & DEWEY 
... Shirt sleeves at Pawling 


- —Harris & Ewing 
SCOTT & BROWNELL 
. settling down in Washington 


Henry Wallace denouncing the in- 
dictment and arrest of top Communists 
as a blow at his third-party movement 
. . . The Wallace convention in a flood 
of oratory at Philadelphia . . . The Wal- 
lace platform: nationalize banks and key 
industries, oppose the Marshall Plan, ne- 
gotiate a settlement with Russia... 
The convention’s platform committee 
hotly turning down an appeal to repudi- 
ate Communist support . . . Convention 
leaders advocating a march on Washing: 
ton to urge civil-rights legislation. 

Democratic rebels in the South boast: 
ing of an assured 20 electoral votes 
against President Truman . . . J. Strom 
Thurmond, “Dixiecrat” nominee for 
President, repudiating racial extremists 
and the “white supremacy” slogan and 
asserting States rights are the real issue 
. . . Indications that Virginia and North 
Carolina will stick by the Truman-Batk- 
ley ticket, regardless. 
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1, Everyone who read the magazines and 
newspapers during the war is familiar 
with the fact that you can make such 
things as rubber, plastics, nylon and a 
long list of products from butadiene, eth- 
ylene and other petroleum gases. But one 
factor that has kept many of these syn- 
thetic products off the peacetime market 
has been the cost of obtaining the pure 
gases. 








4, Second, in order to extract the gas 
that has been absorbed by the charcoal, 
you have to shut the unit down, heat the 
charcoal to drive off the captured gas, 
cool off the charcoal afterward and start 
over again. So, in trying to develop a con- 
tinuous, economic process that would take 
advantage of this absorption principle, 
Union Oil research men hit on an in- 
genious method of passing moving gas 
through moving charcoal. It did the trick. 
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2. All of these gases can be made by 
cracking natural gas and many are pres- 
ent in refinery gases. But in both cases 
they’re mixed with other gases, and it’s 
been costly to separate them. You can cool 
the mixture down until all the gases are 
liquid and then distill them off one by one. 
But this is expensive. Or youcan separate 
them by a process called absorption. 


5. The result is a Union Oil patented proc- 
ess called Hypersorption which is not 
only economical but highly efficient. Two 
of our Hypersorption Units are already 
in commercial operation under license 
to chemical companies, several more are 
being negotiated and we’re building a big 
one ourselves. Those units will make the 
manufacture of synthetics economical 
enough to be of use to you. 

















3. For it has long been known that if you 
pass a mixture of gases through a bed 
of charcoal, the heaviest gas will be ab- 
sorbed while the others pass on through. 
But this absorption process isn’t very 
economical either. First, as the charcoal 
becomes more and more loaded up with 
the gas it is absorbing, it is able to extract 
less and less as the gases go through. 





6. To our way of thinking, this Hyper- 
sorption Unit is a perfect example of 
how a free competitive economy benefits 
everyone. Because of the profit opportu- 
nity presented by this situation, we had 
the incentive to keep exploring it until 
we solved the problem. And because we 
solved the problem a number of products 
that people buy every day are going to be 
more plentiful and less expensive than 
they’ve ever been before. 


This series, sponsored by the people of Union Oil Cempany, is 
dedicated to a discussion of how and why American business 
Sunctions. We hope you’ll feel free to send in any suggestions 


or criticisms you have to offer. Write: The President, Union Oil 


Company, Union Oil Building, Los Angeles 14, California. 
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have you up in the ‘Gir, too? 













You don’t like the high cost of living—and 
neither do we. Our business is geared to serve 
many people—the more the better. When 
prices are up, fewer can buy. 








We try to keep prices down and quality up 
by increased efficiency and improved products. 
National Dairy research works to that end. 
And once each month the ablest men from all 
our companies meet at a round table to de- 
velop ways to give you top quality at lowest 
possible price. 











Here are some figures which show how milk 
prices compare with food prices, from 1939 
to 1948: 

Increase in cost of food . . . . .. . 116% 
Increase in cost of fluid milk. . . . . 78% 











Notice that milk has not increased nearly so 

much as the average of other foods. Our profit 

from all of our milk divisions averaged less 

than /% cent per quart sold in 1947—far less 

than the public thinks business makes—and . 

much less than the average profit in the food : x i 

industry. ‘ 
It was never so true as it is today that milk 

—nature’s most nearly perfect food—gives 

you more for your money than anything else 

you can eat. We guard the quality of milk, 

and cheese, butter, ice cream and other prod- 2 ¢ 

ucts made from milk. Then we make them 

available to the largest number of people 

at the lowest possible prices. : t: 
























J 





An impartial national survey shows that most 
Americans consider 10%-15% on sales a fair 
profit for business. Compared to this, the 
average profit in the food industry is less 
than 5%. And National Dairy’s profit in its 
milk divisions in 1947 was less than 2%. 
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Here are a few things that you can be quite sure of..... 

War, as we've said many times, is a remote, not a near, prospect. 

War Scares, once popular politically, are wearing thin. 

Tensions short of war, alarms, crises, will recur. But not war. 

War itself will come eventually, however, unless U.S. and Russia can learn 
to get along, unless they can agree on how the world should run. 

It's just that fighting now is impractical. Neither side could win. Both 
sides would end up worse off than they started. The world would be a shambles, 
with not much chance of saving anything in the form U.S. would want. 





Actually, neither U.S. nor Russia is doing too well. 

Britain, on U.S. side, is deep in financial trouble, none too secure. 

France is wobbly, politically divided, unready to stand up to Russia. 

Italy is weak. Germany remains a poorhouse, disorganized, divided. 

U.S. herself is adrift politically until after November. 

The $19,000,000,000 that U.S. has spent or appropriated since war to help 
bulwark the outside world hasn't turned the trick, hasn't guaranteed a firm 
grouping of stable and strong friends. Money doesn't seem to assure that U.S. 
can have the kind of world that it wants, free of big worries. 





Russia's strong-arm methods don't produce so well, either. 

Yugoslavia is challenging Russia's right to run her. 

Poland, Czechoslovakia, Hungary are resentful, sullen, not co-operative. 

Eastern Germany is ground down, stripped, bitter against Russians. 

Communism, exported by armed force and by intrigue, isn't guaranteeing 
Russia any firm and faithful friends, either. The Russian empire is a wobbly, 
B insecure empire, held together with baling wire and policemen. 








So, in the end, after U.S. elections are over: 

U.S.-Russia in 1949 will re-explore the possibility of living in peace. 

Generals, temporarily at least, will retire; diplomats take over. 

War talk will give way, at least briefly, to peace hope. A "get tough,” 
chip-on-the-shoulder approach by U.S. will be tempered. 

Then, if no basis is found for a deal, war preparation will step up. 

War, even then, will be some time away--5 or 10 years. War won't come un- 
til one side or the other thinks that there is at least a fair chance to win. 





At home, as things appear to be working out..... 

An inflation crisis of some kind is generating slowly but surely. 

Inflation is taking a new spurt, gaining momentum. Price inflation now is 
the greatest in modern U.S. history, with prices highest since 1782. 

Inflation's momentum can continue so long as a rising volume of dollars is 
poured into the fire, so long as wage payments keep rising, Government keeps on 
Spending more and more, taxes take less, people stay in a spending mood. 

Rising prices, however, that go with inflation, tend gradually to develop 
resistance, tend to get the economy out of kilter, until--at some point--some- 
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Inflation in U.S. now seems to be in a danger area. 





thing breaks. 






























The boom, even so, is underwritten for at least 6 to 9 more months. 

Money will continue to flow freely. Loans are rising. Government is to 
spend as much as it takes away in taxes in months ahead, or more. ‘ 

Incomes are rising. Wage payments are moving higher. Farm income is to 
hold high. Dividend payments will break records in last half, 1948. 

Exports are underwritten at a high level. Armament spending will be in a 
rising trend. Building activity is to continue high through the year. 

There are no signs of real trouble before 1949, no signs of a break. 


Instead, the outlook as it is developing, is this: 

Prices, over all, will go on rising moderately, maybe 5 to 10 per cent. 

Cost of living will move 5 or 6 per cent higher. 

Building costs will continue to rise, moderately. Automobiles will be 
marked up again, a few dollars per car. So will refrigerators, other household 
equipment. Farm machinery is to cost a little more. 

Wage rates, too, will go on rising for many workers. 

Congress won't interfere with these trends, won't act to upset the boom in 
this election year. A price roll-back will not be ordered. A wage freeze is 
highly improbable. Prices, unless rolled back, will be marked up while the 
Congress talks, in order to be sure to get ahead of any price freeze. 

Odds are against price control, wage control, rationing in any form that 
would squeeze big groups of voters, whether businessmen or cattle raisers. 














It's in early 1949 that the next boom-testing period is to come. 

Either Dewey or Truman will be forced then to do something about money. 

Truman in 1948 started to get money supply in hand, but pulled back when it 
appeared that the boom might run into trouble in this election year. 

Dewey, if President in 1949, will be forced to consider tighter credit, 
will need to find ways to get control of money Supply or face the prospect of a 
boom that might blow up in his face at some inconvenient time. Truman, if he 
is elected, will be forced to face up to the same issue of easy money. 

Money tightening is probable for 1949. Mortgage credit very probably will 
be less readily available. Interest rates probably will firm. And, if firming 
money is accompanied by lowered Government spending, by lower prices for farm 
products, the boom in 1949 can face heavier going. 





i) —_ 


Mr. Truman will make some political hay with Congress in session. 

Truman strategy will be to hold Mr. Dewey responsible for what Congress 
does or doesn't do; will let Congress do his campaigning for him. 

Dewey will refuse to try to run this Congress. 

Congress itself will try to get away by or before mid-September; will try 
not to stay around to serve as an issue during the heat of a campaign. 

The Dewey chances remain what they were. Dewey is almost as good as in the 
White House unless Truman can win support of Wallace and Southern Democrats. 
Labor is edging closer to the President, but labor leaders are not able to make 
delivery of the votes that it takes to win an election in 1948. 

The Truman chance is impaired by the split in those groups that elected 
Roosevelt with regularity. The trend, as a result, is toward change. 
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To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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Economics of ALULEGHENY METAL 


Celt © OS CEE 6.8 CEES Oe BeOS 6 eS Ee eC Ce Cee eee ooo woeewe ee ee eA * 












Subject loday: 
STAINLESS STEE], 


Guy Wire 





Research Resu/ts . Especially in acid or salt atmospheres (industrial or coastal 
areas) Stainless Steel Guy Wire is far better and cheaper than any other 
type. First cost, installed, is 20% above Material B and 40% above Material C 








(two commonly-used coated wires) but Allegheny Metal Guy Wire outlasts 
either of these materials many times over. The very first time that ‘‘B”’ or 
*“*C’’ must be replaced—and this may be necessary as often as every three to 
five years—Allegheny Metal saves 40% in costs over ‘‘B”’ and 30% over ‘*‘C’’... 
Plus 40% less weight to handle, transport and store. . . Plus greater reliability, 
maximum protection against chafing and impact, and decades of re-use. 


Memo: To anyone who uses GUY WIRE on poles, stacks, towers, signs, buildings, 
etc., ALLEGHENY METAL is best and cheapest in the long run... why not 
investigate it? 





Complete technical and fabricating data—engineering help, too—yours for the asking. 


STEEL CORPORATION 
joer of Haainllss Heel tr Ale Povo 
onna.... Offices in Principal Cities 

Dy oh et T. Ryerson & Son, Inc., Warehouses 











Every pin represents one of the more than 
2500 Texaco Wholesale Distributing Plants 
inall 48 states—immediate, convenient sources 
of supply for quality lubricants and fuels. 














Fit your plants together 


ma for greater operating efficiency 


e Gain the benefits of coordinating all your 
plants through one purchase agreement with 
Texaco’s “lubrication network” of more than 
2500 distributing points in all 48 states. You 
can centralize and control purchases of lubri- 
cants from where you sit. You can get in- 
creased output and reduce unit costs, because 
Texaco lubricants are of uniform high qual- 
ity, properly specified. And skilled Texaco 


The Texas Company 


lubrication engineers are close at hand to help 
solve your lubrication problems. They have 
the advantage of being able to apply to your 
problems Texaco’s nation-wide experience in 
all industry. 

Ask for full details now! Telephone the 
nearest Texaco distributing plant or write to 
The Texas Company, 135 East 42nd Street, 
New York 17, N. Y. 














War, 
Q Wa 
Brean) War ¢ 
.’) u 7 


\ 


ove 
tot 

V 
pea 
chai 
now 

A 
that 
U.S. 
as e 
agai 
tren¢ 


Pe 
( If th 
troub 
aheac 
count 


pushin 
throug 
come 

whole 
Talk 
Wants 
about 

U.S. is 
only ab 
field of 
Four ed 
try at fi 
Diple 
ver fro 
U.S. m 
who ha 
Russia \ 
ported is 
ae hurr 
Delay 
the Russ 
Russia, 

efort to 
’ Means 
nonths, 

has show 
€ min 


Muy 30 



















> 











VOLUME XXV—No. 5 


U,S.News & World Report 


WASHINGTON, D. C. 








War scare, for the present, is 
over. U.S. and Russia are going 
to talk, not fight. 

What is ahead is a try for 
peace. Diplomats are _ taking 
charge of the Berlin crisis. Soldiers 
now have the back seat. 

Armed peace is about the best 
that can come out of the talking. 
U.$.-Russian distrust is as strong 
as ever. Tries for peace may fail 
again, but peace, not war, is the 
trend. 


Peace talks, not war, are coming out 
of the Berlin crisis. There is trouble, 
trouble which could lead to war, just 
ahead. But, out of the moves and 
countermoves close to the brink of 
war, these conclusions emerge: 

War is not to be fought over Berlin. 
War could occur if the U.S. insisted on 
pushing armed convoys into Berlin 
through the Russian zone. War could 
come if Russian troops occupied the 
whole of Berlin. Such moves are out now. 

Talk will take the place of war. Russia 
wants to talk, not about Berlin alone, but 
about the future of all Germany. The 
U.S. is likely to ask Russia to talk, not 
only about Germany, but about the whole 
feld of U. S.-Russian differences. A Big 
Four conference is shaping up in another 
ty at finding « basis for peace. 

Diplomats, in other words, are taking 
ver from generals. Gen. Lucius D. Clay, 
U8. military commander in Germany, 
who has considered the idea of testing 
tussia with « push into Berlin, has re- 
ported in Washington. And the diplomats 
we hurrying hecause time is short. 
Delay, leaving things as they are in 
te Russian crisis, is to the advantage of 
Russia, not the Western powers. The 
dort to supply Berlin by air is, at best, 
‘means of gaining time—perhaps three 
onths, perhaps less. Experience so far 
las shown that the “air lift” cannot meet 
€ minimum daily requirements of 
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Western Berlin in food, coal and 
materials. And, when winter comes, air 
supply will be still more difficult. 

Blockade running, in the meantime, 
is not to be tried. Armed convoys are 
not to be pushed through to Berlin. Rus- 
sia, on the other hand, is not likely to 
nove her troops into Western Berlin or to 
use Russian fighters to close off the air 
corridors into the city from the West. 

Incidents in the Berlin crisis are more 
than likely. The showdown has been al- 
lowed to go so far that it is impossible to 
avoid the chance of air crashes in the 
corridors or squabbles between Russians 
and Americans. But, as long as the trend 
toward peace talks is on, neither side will 
be looking for a chance to go to war over 
an incident. 

Appraisal of what may come starts 
in Washington. Secretary of State George 
C. Marshall set the pace with a statement 


raw 


Draft: Who, When, Where 


Youths of 18 through 25, by law, 
now must register with their local 
Selective Service boards for possi- 
ble military service. As a guide for 
these youths: 

Registration starts August 30, 
continues through September 18. 

WHO REGISTERS? All young men, 
including veterans and reservists, 
who are at least 18 but not yet 26, 
and who are not now in uniform. 

WHERE? Registration will be in a 
school or Selective Service head- 
quarters near your home. Local 
registration places will be an 
nounced early in August. 

WHEN? Date of registration will 
depend on your age. Youths of 25 
will register the first two days, 
younger men later, those of 18 last. 

HOW? You fill out a simple 
form, answer five or six questions, 
and sign. A detailed questionnaire 
will be mailed to you a week later. 

ACTUAL DRAFTING will begin 
around October 1. 

WHO GOES FIRST? Men around 
25 are likely to be called first. 

HOW MANY? Draft calls are ex- 
pected to average 30,000 a month, 
or about 7 or 8 youths from each 
local board’s area each month. 
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MUST WAR COME OVER BERLIN? 
STEPS IN DIPLOMATS’ PEACE DRIVE 


Reported from BERLIN, WASHINGTON, PRAGUE, ROME, LONDON and PARIS 


that the U. S. would try all means of dip- 
lomatic procedure to avoid war. 

Berlin reports: Common sense sug- 
gests peace, not war. Berliners can see no 
visible preparations here for war on 
either side of the line dividing Berlin 
between Russia and the Western powers. 
Outside Berlin, in West Germany, the 
German leaders are only lukewarm aboui 
U.S. plans to set up a new state in West 
Germany. Germany as a whole and Ber- 
liners in particular would welcome U. S.- 
Russian peace talks. 

Paris reports: The French do not think 
there will be war. They blame the 
U. S.-British decision to set up a govern- 
ment in West Germany for the immediate 
crisis. All French parties are united on 
the German issue and believe U. S.- 
British policy of building up West Ger 
many is more dangerous to France than 
Russian policy. Informed officials believe 
the Council of Foreign Ministers of the 
four powers will meet. If they fail to 
reach a settlement, the French think, the 
matter will go to the United Nations 
Assembly meeting in Paris in September 
War is not expected. 

Prague reports: Observers here see 
few signs that Russia is preparing for war 
or even is ready for war if it comes. 
Yugoslavia is quarreling with Moscow, 
seeking more independence. Czecho- 
slovak Communists still are weak. All 
Eastern Europe wants a U. S.-Russian set 
tlement enabling it to increase trade with 
the West. There is talk of peace, not war. 

Rome reports: Italians are worried, 
but expect no war. They expect Russia 
to try everything short of war, not war. 
Recent Italian experience has shown that 
Italian Communists are not prepared to 
seize power by force, but only want to 
keep the country stirred up. People are 
more interested in the fact that an Italian 
won the bicycle race around France than 
in news of the Berlin crisis. 

London reports: Odds favor an even- 
tual conference, not war. Britain is of- 
ficially firm toward Russia, but is not 
prepared to use force. In 1938, when 
Britain was prepared to give in to Ger- 
many to gain time, there were more mil- 
itary precautions suggesting war than 
there are now. Britain remains firm 
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toward Russia, but prefers talk to risk of 
war. 

What is next, thus, is not war, but 
new attempts at settlement. 

First step is to find how to “save face,” 
how to enable both sides to get together 
without loss of prestige. 

In Berlin, the U. S. wants Russia to 
recognize the right of the Western pow- 
ers to stay in the city. Russia argues 
that four-power-control agreements on 
Germany are dead. But, since the U. S. 
now is willing to revive talks on the 
whole of Germany, Russia can recon- 
sider the position in Berlin. The Rus- 
sians will not guarantee free access to 
Berlin for the Western powers at this 
stage, but they can agree to feed Ber- 
liners themselves or admit token ship- 
ments of food to Berlin from the West. 

In West Germany, the Western powers 
will not abandon their efforts to set up 
a West German state at this stage. But 
the efforts will be concentrated on eco- 
nomic unity, not political development. 
German leaders in the West, eager for a 
Germany united under four-power con- 
trol, will be less willing to go ahead with 
the creation of a political state in Western 
Germany. France, which agreed only re- 
luctantly to go along with the U.S. and 
Britain in West Germany, now is cooling 
off on the idea. 

Second step will bring the U. S., Rus- 
sia, Britain and France together in an- 
other effort to make one world out of 
two. When talks begin, everything de- 
pends on the Russian attitude. If, as in 
previous conferences, Russia refuses to 
budge on such matters as reparations 
from current German production, and a 
united Germany of a type that Commu- 
nists could easily control with Russian 
support, the conference will break up. 















ge DEN 
—Burck in Chicago Sun-Times 


‘UNTER DEN LINDEN‘ 
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—Acme 
SECRETARY MARSHALL 
... after the words—armed peace? 


Chances are that both sides at a con- 
ference will get down to fundamental 
issues more quickly than in previous 
meetings. The showdown over Berlin has 
gone on so long that each side knows 
how much pressure it can apply before 
provoking war. There will be less talk 
of “bluffing,” more concern with basic 
issues. And, whether the conference is 
successful or not, the Western powers 
can prepare the way for getting out of 
an embarrassing situation in Berlin. 

Third step involves Berlin and possibly 
Vienna, the capital of Austria, too. In 
Vienna, as in Berlin, the Western powers 
are in the position of occupying an island 
in the midst of a Soviet-occupied area. 

Troops, U.S., British and French 
troops, will remain in Berlin and Vienna 
even if there is no agreement at the con- 
ference. They will then become a sym- 
bolic force, incapable of holding out in 
the event of war, but will keep Russia 
from getting control of two important 
capitals by any means short of war. These 
forces could easily be supplied by air. 

Supplies for Germans in Berlin, if 
there is no agreement, will be left to 
the Russians. Russia would be expected to 
supply not only the food for Berliners, 
but also the raw materials for Berlin’s 
factories. And the Western powers then 
will be in a position to blame Russia if 
Berliners suffer from short supplies. 

Chances for settlement of U.S.- 
Russian issues at a conference are not 


Southern Austria. Now that the Yugo- 


entirely black. Moscow will hail the cop. 
ference as a Russian achievement, 
Russian effort to bring peace. By the 
same token, however, it will be up to 
Moscow to prove that the conference js 
worth while. 

In Germany, Russia wants a voice jp 
the management of the Ruhr. This the 
Russians might get if they make conces. 
sions on their previous demands for big 
reparations from German production, 
The U. S. will not agree to any scheme by 
which Russia takes reparations out of 
Germany while the U.S. puts dollars 
into Germany. And, on the Ruhr, the 
U.S., Britain and France will not give 
Russia the power to veto all efforts to 
use Ruhr production as the keystone of 
Western European recovery. 

Elsewhere, outside Germany, there js 
better chance for agreement on issues 
that are now dividing the United States 
and Russia. 

In Austria, for example, Russia has 
blocked a peace treaty by insisting that 
Yugoslavia get Carinthia, a part of 


slavs are defying Moscow’s authority, 
Russia may be ready to talk about an 
Austrian treaty. 

Elsewhere, minor problems will be 
solved more easily. U. S. and Russia can 
agree to withdraw their troops from 
Korea and from Trieste if agreement 
seems near on such major issues as Ber- 
lin and the Ruhr. 

The outcome of any conference be- 
tween the U.S., Russia, Britain and 
France remains uncertain. What is now 
clear, however, is that the current war 
scare over Berlin, which has brought the 
world closer to war than at any time 
since the end of World War II, is giving 
way to a new try for peace. 














-Herblock in Washington Post 


‘AIR SHUTTLE’ 
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BRITAIN: BASE FOR AIR SHOWDOWN 


Reported from LONDON and WASHINGTON 


Air power, U.S. and Russian, 
suddenly is being maneuvered 
into position in Europe. 

A show of strength is coming 
up on both sides, with B-29s and 
jet fighters taking the spotlight. 

War, however, is not in the 
cards at this time. Neither side 
could strike a decisive blow, 
neither side could hope to win. 


Air power of the U.S. is being re- 
deployed for a possible showdown in 
Europe. Big bombers, the B-29s that 
hit Japan so heavily in war, are being 
concentrated in Britain. New postwar 
jet fighters are moving from U. S., from 
the Canal Zone, from other points, to 
the European continent. 

U. S. is assembling this air striking force 
within range of Russia. Russia, on her 
part, is letting it be known that she has 
“B-29s,” too—more than U.S. now has 
in Europe. Where U.S. is assembling 
scores of jets in Europe, Russia possesses 
hundreds or even thousands. The two 
giants are moving air power into position. 

Deployment of air forces is part of the 
present maneuvering short of war. It 
represents a flexing of muscles under the 
nose of a potential challenger. Yet it 
raises a question, too, about exactly what 
this deployment could mean in terms of 
damage to an enemy in the event of war. 

The facts about the possibilities for 
use of B-29s for effective bomber mis- 
sions, in a war that would break out any 
time soon, are these: 

U.S. bombers, B-29s based in Britain, 


| could sweep all of Eastern Europe up 


to Russia’s Ural Mountains. With atomic 
bombs, these bombers—if able to pene- 
trate Russia's air defenses—could blast 
nearly all of the principal Soviet cities. 
Other B-29s, now based at the big Furst- 


| enfeldbruck air base near Munich, could 


penetrate somewhat farther to strike some 
Russian industry across the Urals. But, 
in the event of war, the U.S. base in 
Germany might soon be overrun by So- 
viet ground forces, probably could be 
used only for a one-shot attack. 

U.S, bombers from Britain, too, could 
strike Russia’s southern industrial area 
by using big shuttle bases near Tripoli 
and at Dhahran, Saudi Arabia. 
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JETS—BERLIN BOUND 
«+. Gir strategy is more than air miles 


Russian bombers based as far west as 
the Berlin area, however, could not reach 
U.S., could do little more than drop 
bombs in the ocean unless they resorted 
to one-way suicide flights. This is true 
even if the Soviet “B-29” has as long a 
combat radius—2,300 miles—as the U. S. 
model. From France, if the Russians 
overran Europe and built up big bomber 





bases on the west coast, Soviet bombers 
still could not reach U. S. soil with their 
present range. 

From Eastern Siberia, Russian “B-29s” 
could hit Seattle. But this calls for large, 
well-equipped bases in frozen Siberia, 
bases which do not yet exist.’ 

Big air advantage, thus, appears to 
lie with U. S. in the event of a showdown 





SUPERFORTS—BRITAIN BASED 
... they can hurt and be hurt 
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in the reasonably near future. New Rus- 
sian bombers and_ fighters can’t really 
hurt this country. At most, they can bomb 
installations in Europe, attempt to blast 
out U.S. bases in Britain. 

American B-29s, on the other hand, 
can theoretically cover the 1,540 miles 
from Britain to Moscow with ease, could 
knock out Russia’s vulnerable oil supply 
from the south, could disrupt Soviet 
transportation lines, could reach much of 
the aircraft industry and coal-producing 
centers of the U.S. S. R. 

The problem, however, is much 
greater than is suggested by mere dis- 
tances that U.S. and Russian planes can 
travel. Problem now confronting both 
sides in the use of air power makes the 
air strategy of both U.S. and Russia far 
more complicated than many think. 

Offense in the air, recent develop- 
ments indicate, is losing out in its race 
with antiaircraft methods. Mass bomb- 
ings, as in World War II, may be obsolete 
in the face of new rocket weapons against 
aircraft, new jet fighter planes, new radar 
tracking methods. An air offensive, to be 
as effective in another war, may have to 
wait on development of long-range guided 
missiles, supersonic bombers, pilotless 
high-speed planes. 

Defense against air attack, temporar- 
ily, is gaining ground. Russia, in particu- 
lar, has built up air defenses with prob- 
ably the world’s largest force of fighter 
planes, an impressive array of radar- 
guided rocket weapons. Use of conven- 
tional B-29s against some parts of Russia, 
thus, might be suicidal. 

Problem of using air power against 
Russia, moreover, is complicated by that 
country’s size, dispersal of its industry. 
Nearly 70 per cent of its strictly war in- 
dustry is behind the Urals, most of it out 
of range of B-29s based in Britain or 
even in Germany. Other basic industry 
is big, spread out, hard to knock out in 
a hurry. Blockade would be impractical, 
as the Soviets are largely self-sufficient. 
Only the nation’s wartime oil supply is 
really vulnerable to conventional bomb- 
ing methods. Russja, as a result, would 
be difficult to knock out by bombs, even 
discounting its air defenses. 

U. S. strategy, nonetheless, is being 
based on ability of its redeployed air 
power to retaliate quickly against any 
Soviet attack in Europe. A warning is 
served to Russia that warlike moves in, 
say, Berlin, may bring American B-29s 
from Britain over Soviet cities a few 
hours later. Idea is not to win a quick 
U. S. victory, but to provide a threat that 
may keep a shooting war from starting. 

In air strength to back up that threat, 
U. S. forces in Europe now include these 
planes: 

B-29s in Europe number 90 in all. Of 
these, 60 are based on three big air fields 
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in East Anglia, England. The rest are 
in Germany, all at the Furstenfeldbruck 
air base. 

Jet fighters, now being shipped to Eu- 
rope for the first time, total 91, to date. 
Most are to be based near Munich, 
though some may be assigned to other 
U. S. fields at Frankfurt and Wiesbaden. 

Conventional fighter planes based in 
Europe at this time come to one group 
of about 75 planes. 

Troop carriers to augment this air 
strength with a means of quick transport 
total two groups of about 96 planes. 

In capabilities, U.S. bombers and 
fighters based in Europe can, in case of 
war, reach these Russian targets, pro- 
vided they get through Russian de- 
fenses: 

Moscow, 1,540 miles from Britain and 
1,220 miles from Munich, is within the 
combat radius of B-29s from both bases. 
New jet fighters, with a radius of 750 
miles from Munich, can accompany 
these bombers most of the way. 

Leningrad, 1,300 miles from Britain, 
also is in easy bomber range. 

The big aircraft center at Tiflis, in 
Georgia, is a longer bomber run of 2,195 
miles from Britain, but still within the 
2,300-mile B-29 combat radius, Fighter 
support, in this case, might come from 
the Saudi Arabian air base. 

Heavy industry and machine works 
around Kiev, in the Ukraine, are a closer 
1,440 air miles from British bases, well 
within range. 

Steel mills -at Zaporozhe, a major 
Soviet steel center, also are within B-29 
range at 1,600 miles from Britain. 

Oil refineries supplying Russia from 
Rumania, Hungary and Yugoslavia, more- 
over, are highly susceptible to U.S.- 
bomber attack from Britain, with fighter 
support from Munich all the way. 

Threat of these blows, made with or 
without atomic bombs, is expected to 
bring Russian moves to a halt somewhere 
short of a shooting war. 

In ability to win a quick victory, in 
the event of such a war, however, U. S. 
air power falls far short. Bombing alone, 
air planners admit, cannot knock out 
Russia at this time. A clear-cut victory 
would call for raising a huge U.S. Army, 
invading and occupying the Soviet Union. 
That, if possible at all, would take years 
of effort, record-breaking billions of dol- 
lars, probably millions of lives. (See 
page 16.) 

Victory, thus, could not be won by 
either side with weapons now available. 
Russia, even if she overran Europe, could 
not reach U. S. by air or sea, while U.S. 
is in no position to win a clear victory 
over the Soviets, War, as a result, is 
expected to be forestalled at least until 
new and bigger weapons of mass de- 
struction are perfected in years ahead. 
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Burden of Costs 
If America Fights 
A World War Iil 


Cost of World War Ill would be 
staggering for U. S. 

War on scale of World War Il 
will cost half a trillion. Cost per 
soldier will be more than double; 
total costs of a war, up 60 per 
cent. Higher prices provide the 
reason. 

Dollars, now worth less than 
60 cents by prewar standard, will 
be worth far !ess after another 
war. 


Cost of war, if war should develop, 
will be far higher this time than it was 
last. War cost is one factor restraining 
official interest in a new war. 

The last war, at its peak in 1944, was 
costing U.S. about $90,000,000,000 a 
year. Money cost of war from December, 
1941, to August, 1945, was $330,000,- 
000,000. 

The next war, assuming 12,000,000 
men under arms and purchase of the 
same amount of munitions as in 1944, 
would cost $143,000,000,000 a vear at 
present prices. If this war lasted as long 
as World War II, total cost in dollars 
would be $540,000,000,000 without al- 
lowing for new inflation to be expected 
with another war. 

Reasons for rise in war costs are 
outlined as follows: 

Maintenance costs per soldier 
sharply higher. Before the last war the 
Army spent, annually, $1,350 per man 
on pay, subsistence, travel, training. Costs 
soared, by now average $3,300 per man. 
A 12,000,000-man military force would 
cost nearly $40,000,000,000 a year just 
to maintain, at this rate, and the trend 
is up. 

Munitions costs are climbing too. 
Even before latest price increases, steel 
prices were up 37 per cent over August, 
1945, levels. Price of oil has more than 
doubled since then. Rubber prices are 
rising steeply right now, due to U. S.- 
Russian competition for Asia’s supply. 
Raw materials in general will cost at 
least 50 per cent more for any new war; 
manufactured products at least 54 per 
cent more. 

Cost in lives of a conflict with Russia 
is unpredictable, but the toll would 
doubtless exceed that of World War IL. 
The United States lost about 294,000 
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men killed and about 670,000 wounded 
in that war. 

Next time, chances are U.S. will be 
fighting mostly alone. Need for a big land 
campaign to conquer Russia is conceded. 
Scale of losses probable in a fight across 
Europe is suggested by German expe- 
rience. Germany lost 5,000,000 men killed 
and missing, 4,000,000 wounded _ in 
World War II, for the most part on 
Russian fronts. 

Loss of resources in another war will 
stagger the U. S. This country used more 
than 5,000,000,000 tons of its best min- 
erals, about 8,000,000,000 barrels of oil 
in World War II. All plans assume an 
even greater How of materials next time. 
By any new war’s end, U.S. will be a 
“have not” nation. 

Loss of freedom of action by all 
groups in U.S. would be a quick result of 
another war. The nation will be har- 
nessed into controls tighter than ever 
before, 

Price control will have to be drastic if 
war comes soon. Already there is dyna- 
mite in the price situation, though de- 
fense is taking only about 10 per cent 
of total production. In a war, at least 60 
per cent will be taken by miltary uses. 
Free competition for the remainder 
would set off explosive inflation. 

Rationing of food, clothing, gasoline, 
soap, practically everything would be 
forced by war. Autos and trucks might 
be confiscated. 

Man-power controls are to be ex- 
pected early in any future war. This 
means, probably, a work-or-fight law ap- 
plying to adults up to age 65. Strikes 
would be outlawed, pay controlled, job 
switching permitted only where essential. 


LAST WAR ~ 
HIGHEST COST % 
FOR ONE YEAR : 





$143 
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Production controls already are 
spelled out in mobilization plans. Civilian 
output would be stopped; materials 
would be rationed; military contracts 
backed by Government power to seix 
factories, would get priority everywhere 

Aftermath of war would bring prob- 
lems, too. Debt rose $220,000,000,000 in 
World War II. War left a heavy burden 
of interest charges, veterans’ benefits, te- 
lief costs for the outside world. Debt in 
World War III readily could rise by 
$500,000,000,000. Interest charges would 
become staggering, veterans’ benefits im- 
mense. If the United States won, the: 
Russia, too, would be added to the areas 
needing relief at the United States tav- 
paver expense. 

Burdens of war and postwar problems, 


changes in money values, in the role of 
Government. 

Planning by Government would be 
needed, with tight postwar controls, i! 
debt were to be managed, money values 
preserved at anything like present values 

Debt, rising astronomically, could con- 
front Congress with a decision on whetl- 
er to repudiate debt as Russia did. 

Prices might be permitted to soar as a 
alternative to debt repudiation, with th 
dollar, in effect, devalued as a means 0! 
making the debt burden feel lighter. Thi 
dollar of today, worth less than 60 cents 
in prewar purchasing power, readil\ 
could become the 10-cent dollar of the 
times after World War III. 


in World War III, could force se 
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War, in other words, would not be é 
simple solution of U. S.-Russian differ 
ences. War costs, when considered, tend 
to add to caution in the official approae’ 
to moves that involve waz. 


U. S. NEWS & WORLD REPORI 


to spe 
$30,0( 
had to 
Goo 
spend 


JULY 








ae 


poration 


idy are 
. Civilian 
materials 
-ontracts. 
to. seize 
rywhere 
ing prob- 
00,000 in 
y burden 
nefits, re- 
_ Debt in 

rise by 
ses would 
nefits im- 
von, ther 
the areas 
tates tax- 





problems, 
ce drastic 
he role ot 


would be 
ontrols, it 
1ey values 
ont values 
could con 
on wheth- 
lid. 

soar as al 
_ with the 
. means 0! 
ohter. The 
n 60 cents 
r, readily 


Har of the 


1 not be 
ian differ 
lered, tend 
| proach 


LD REPORT 





U.S. News & World Report 





OUTLOOK FOR ACTION ON PRICES 


Barriers to Anti-Inflation Plan in Congress 


High prices, going higher, con- 
front the special session of Con- 
gress. What to do about them is 
the problem. 

Two choices are present: Give 
President Truman power to con- 
trol inflation, or leave prices 
alone to adjust themselves. 

Mr. Truman wants the power, 
but Congress is reluctant to give 
it to him. 


It is a very practical problem of in- 
flation at work that Congress finds on 
its doorstep after coming back from 
a brief vacation. The problem, one 
that touches the purse of everybody, 
can influence votes in November. 

Meat is up out of reach of more and 
more families. Steel prices are marked up 
nearly $10 a ton, following a rise in 
wages of steelworkers and a rise in price 


of coal. Freight rates are due to rise 
again. Food, fuel, transportation are go- 
ing higher. Automobile prices, other 


prices, are to rise further. Building costs 
still are going up. 

Inflation at this stage is running more 
strongly than at any time in the last year, 
and appears to be gaining momentum. 
The resulting question is whether to set 
up new controls to check inflation and, 
if so, what form of controls. 

The chart on this page and the Picto- 
gram on pages 18 and 19 show how far 
inflation has gone. A reader, by a glance 
at the figures and by looking over the 
factors at work, can get a bird’s-eye view 
of what is happening to prices and in- 
comes and why it is happening. Here, in 
graphic form, is the story of inflation 
and a measure of its extent. 

The problem, at bottom, is one of too 
much money for the volume of goods 
and services available. 

Income on hand for spending—income 
alter taxes—is at the level of nearly 
$190,000,000,000 on an annual basis, 
and rising. As the chart on this page re- 
veals, that is more than two and one- 
half times the income that people had 
‘0 spend before the war. It is nearly 
$30,000,000,000 a year more than they 
had to spend at the war’s end. 

Goods and services upon which to 
spend income are larger in volume than 
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before the war, or at the war’s end, but 
they have not increased as much as the 
volume of income. Industry is turning 
out 76 per cent more goods than it did 
in 1939, but individuals now—with much 
more money—are competing with Gov- 
ernment and with foreign buyers for 
those goods. 

Rising prices and inflation are the re- 
sult. The rise in prices to which Mr. 
Truman is referring grows from a great 
demand for goods, with a supply too 
small in relation to demand to permit a 
stable level of prices. 

The issue now is what to do about 
the continuing price rise. The broad 
alternatives are these: 

To do something, through such meas- 
ures as price control, wage control, ra- 
tioning, control of credit and control of 
the money supply. 

To do nothing and let the price rise 
itself bring correction. 


Mr. Truman is urging prompt action.., 


Members of Congress, however, will 
survey the problem from all angles and 
decide as to what is the best course. 

The Pictogram spells out 
the problem itself, so that 
you can see, in some detail, 
exactly what has happened. 

Demand, the force that is 
driving prices up, is gener- 


Of individuals 


(AFTER TAXES) 


Average weekly pay went from $23.86 
in 1939 to $41.72 in 1945, and now 
is $51.89. Over the same period, av- 
erage hourly pay has come up from 
63 cents to $1.30, while the total of 
wages and salaries received has soared 
from $45,000,000,000 to $127,000,000,- 
000. The big gains by city workers were 
made during the war, when the total of 
their wages and salaries rose by $70,- 
000,000,000. Since the end of the war, 
they have had to be content with adding 
only $12,000,000,000. 

Farm income from sale of products 
and from Government payments has 
more than tripled. From $8,700,000,000 
in 1939, it now has risen to $30,000,- 
000,000. Relatively, farmers have fared 
better in the three years since the end of 
the war than have city workers. The in- 
crease in farm income since the war is 
$7,600,000,000—nearly as much as the 
total farm income in 1939. 

Altogether, personal income is run- 
ning at $208,000,000,000, or nearly three 
times as much as before World War II. 
Even after taxes are paid, people have 











ated by money available for 
spending and investment. 

Total money supply, in 
the form of bank deposits or 
currency held by business 
firms or individuals, now is 
$165,600,000,000, compared 
with $63,200,000,000 in 
1939, just before World War 
II began. Less than one 
fourth of this rise has oc- 
curred since the end of the 
war in 1945. But the big 
supply of money is turning 
over more rapidly, and that 
fact adds to the inflation. 

Bank loans have doubled 
since 1939. Here the big in- 
crease occurred after the 
war. From 1939 to 1945, the 
total went up from $22,000,- 
000,000 to $28,000,000,000. 
But, since 1945, it has risen 
another $16,000,000,000, to 
the present rate of nearly 
$45,000,000,000. 

Earnings of city workers 
have more than doubled. 
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enough dollars left to bid prices up higher 
and higher. 

Supply of goods and services also has 
increased, but not in proportion to the 
increase in demand. 

The total labor force in 1939 con- 
sisted of 55,600,000 workers. Now it is 
61,300,000—only 10 per cent larger. Ac- 
tually, because many women workers 
have returned to household duties and 
other emergency war workers have re- 
tired, the labor force is 3,700,000 smaller 
than it was in 1945. 

Total employment has shown a some- 
what greater increase over the nine-year 
period, from 46,300,000 in 1939 to 
59,700,000 in 1948. This rise is due to the 
disappearance of the unemployment 
slack that existed when the war began. 

Industrial production, in response to 
the heavy demand, has come up 76 per 
cent since 1939. It is slightly above the 
level it had reached at the war end. 

Farm production likewise increased 
during the war, as farmers went all out 
to meet war needs and to take advantage 
of higher prices. By 1945, farm market- 
ings were 23 per cent larger than in 1939. 
Good growing weather in 1947 increased 
the total of marketings during the last 
year to a level 35 per cent above 1939. 

Thus, while incomes are double or 
triple what they were nine years ago, 
production is up only 35 per cent in the 
case of farm goods and 76 per cent in 
the case of industrial goods. Besides, the 
supply available to buyers in the U.S. is 
diminished by the billions of dollars’ 
worth of goods being exported and other 
billions of dollars’ worth being used for 
military purposes. 

Now, with labor fully employed and 
farmers already working their land to the 
limit, little chance exists for further in- 
crease in goods oftered for sale. 

Prices, therefore, inevitably reflect 
any increase in spending that results from 
higher incomes or expansion of credit. 
The Pictogram shows what has been 
happening. 

The cost of living already is more 
than 71 per cent above 1939—a new rec- 
ord, More than half of the increase has 
occurred since the war end. A dollar to- 
day, in other words, is worth only 58.3 
cents for the average person, in terms of 
1939 dollars. 

Prices at wholesale, over all, are 
more than twice as high as they were nine 
years ago. They had risen 37 per cent by 
the end of the war. On a recent date they 
jumped to the highest point since 1782. 

Food prices at wholesale have risen 
still more. They are two and one-half 
times as high as in 1939. Here, two thirds 
of the increase has occurred since the 
end of the war. 

Prices farmers receive are three times 
as high as they were nine vears ago. More 
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than half of that gain occurred during 
the war. 

Building costs have doubled since 
1939, with the bulk of the increase oc- 
curring since the war. 

All those increased prices and costs 
have resulted from the tendency of de- 
mand, during the war and postwar years, 
to outrun the supply of goods and serv- 
ices. Any further boost in incomes now is 
bound to be felt in a stronger demand, 
and would be almost certain to put prices 
up another notch. 

How to bring the rising prices to a 
halt is the problem now facing Congress. 
Much of the argument will center around 
the question of whether any controls at 
all should be adopted. There will be 
further argument, among those members 
who favor controls of some kind, as to 
whether direct or indirect controls ought 
to be invoked. 

Direct controls can take 
forms, all of which were used in the war. 
New questions are involved now, how- 
ever. 

Price control, repeatedly urged by 
President Truman, involves the question 
of whether it is to be applied to all com- 
modities or only to a select list. Last No- 
vember, the President asked Congress to 
authorize price ceilings on “vital com- 
modities in short supply.” This time, the 
high price of meat is an obvious target. 

Another question is whether prices are 
to be frozen as of a current date, or rolled 
back to the level of some previous date. 
During the war, both methods were used. 
That whole experience now will be re- 
viewed by members of Congress. Mean- 
while, the talk of price ceilings is acceler- 
ating the rush of businessmen to raise 
prices, so as to have them as high as pos- 
sible in case ceilings go into effect. 
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—Thomas in Detroit News 


‘IN THE GALLERY’ 


Wage contro! comes into the picture 
along with price control. One difficulty is 
that, if prices of only a few commodities 
are controlled, presumably wages of only 
the workers producing those commodities 
will be frozen at the same time, while 
wages of others will be free. 

Rationing of scarce goods to consum- 
ers is proposed as a further means of sup- 
porting price control. But this involves 
the question of setting up the necessary 
machinery and printing ration books, 
which probably would require four to 
six months. 

Allocation of materials to industry, 
another proposal, runs into the fact that 
a voluntary plan authorized by Congress 
last winter already is in effect. That plan 
probably will be continued. 








‘POOR DEVIL' 








Export controls, which provide stil] 
another way to combat inflation, are op- 
erating now. 

Since the various forms of direct cop. 
trol would affect the freedom of action o| 
millions of people and would bring diff. 
cult problems of policing, they have bee, 
vigorously opposed by a large number of 
Congressmen. 

Indirect controls would hit fewer 
people, but these also run into difficult 
questions. 

Control of consumer credit is fairl 
simple to apply, but, taken by itself, does 
not reach the main problem of cutting 
down demand. 

Control of bank credit, through 
higher interest rates or requiring banks 
to hold bigger reserves, raises the ques. 
tion whether it can be applied genth 
enough to avoid sending the econom 
into a tailspin of deflation. Thus far, of. 
ficials have opposed any sizable increase 
in interest rates, because it would impai 
values of existing Government bonds. 

Increasing taxes, so as to bring about 
a Treasury surplus and retirement of Goy 


‘ernment debt, is another indirect way of 


combating inflation, An excess-profits tay 
could be one means of doing this, How- 
ever, the surplus that existed for a short 
time last winter was wiped out, and , 
new deficit created, when Congress te- 
duced taxes and appropriated billions to 
finance the Marshall Plan and pay de- 
fense costs. 

No easy way to control inflation is 
likely to be found by Congress, whatever 
it does in response to the President's rec- 
ommendations. That fact increases the 
likelihood of long and bitter debate, and 
lessens the chance that any effective plan 
of inflation control will be adopted before 
the November election. 
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—Hungerford in Pittsburgh Post-Gazette 
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WALLACE EMPHASIS ON ‘52 RACE 


Henry A. Wallace is in the race 
for the White House to stay. 

The real hope of his third party 
is to lay the groundwork for a 
permanent left-wing party to be 
ready for 1952 or 1956. 

The third party is trying to get 
on the ballot in 40 States; it will 
trim the Truman vote in the big 
industrial cities. 

But Communist support does 
not add to its hope of winning. 


Now that the Wallace convention is 
over, the new party is going into the 
current political campaign with these 
prospects: 

The ticket is in the race to stay. Henry 
A, Wallace has no present intention of 
quitting. Neither has Senator Glen H. 
Taylor, of Idaho, his running mate for 
Vice President. 

Communists are clinging tightly to 
Mr. Wallace’s party. Their advice reaches 
now and then into its higher councils. 
But Communist support is not to enhance 
the party’s chances at the polls. 

The platform runs parallel to the 
Communist program in this country in 
many respects, It calls for nationalization 
of banks and certain industries, de- 
nounces the Marshall Plan for aid to 
Europe and calls for a negotiated peace 

ith Russia, 

Ten States already have agreed to put 
the third party on the ballot. These in- 
clude the big electoral-vote States of 
California, New Jersey, Michigan, Penn- 
wlvania, New York, Illinois and Massa- 
chusetts. The party is aiming at reaching 
the ballots in 40 States. 

In votes, the new party hopes to reach 
‘rom 3,000,000 to 5,000,000. Spokesmen 
for Mr. Wallace, in optimistic moments, 
sometimes name higher figures. 

In effect, the third-party movement is 
crippling the chances of President Tru- 
man in the North just as is the revolt of 
States-rights men in the South. The 
Wallace vote in the North will come 
largely from those who otherwise would 
vote for the Democratic ticket, 

Few victories are expected to ma- 
‘eialize along the campaign trail of the 
Wallace followers, One of two Congress- 
men and a few minor States posts are 


WLY 30, 1948 


Reported from PHILADELPHIA 


about the limit of their hopes. Mr. Wal- 
lace has no expectation of winning the 
Presidency. 

Long-range objective of the Wal- 
lace followers is to lay the foundations 
for a permanent party organization. 
They want to get established on the bal- 
lots in the various States, to build State- 
wide organizations. 

The real drive for national power will 
come in 1952 or 1956. Within four or 
eight years, the leaders of the party 
think there will be a deep depression. 
After that depression, they believe there 


vote in New York, now going to Mr. 
Wallace, that enabled the late Franklin 
D. Roosevelt to carry New York State in 
1940 and 1944. A big Wallace vote in 
Chicago, Detroit, Philadelphia,  Pitts- 
burgh, Boston and Los Angeles would 
mean the loss by Mr. Truman of the 
electoral votes of Illinois, Michigan, 
Pennsylvania, Massachusetts and Cali- 
fornia. In view of the revolt of the South- 
ern Democrats, President Truman can- 
not afford this loss. 

These are the votes on which Mr 
Wallace’s party is concentrating. The 
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THIRD PARTY‘S TAYLOR & WALLACE 
... aiming for ballots in 40 States 


will be a wide swing to the left by the 
voters. They want their party to be 
ready for the left turn when it comes. 
They quit the Democratic Party because 
the Southern conservatives were holding 
that party too close to the center. 

President Truman’s vote in the big 
cities may be hit hard by the new third 
party. But those in the Wallace group see 
little difference between Mr. Truman and 
the Republican candidate, Thomas E. 
Dewey. As a matter of fact, some of them 
would prefer to see a conservative Re- 
publican in the White House. They think 
this would produce the left turn of the 
voters more quickly. 

The Wallace strength bulks largest in 
the big cities. And that is where Mr. Tru- 
man must look for the votes with which 
to win. It was the American Labor Party 


new party has money and workers for this 
drive. It gets much of its money by 
charging admission to party rallies. 

One of the small encouraging signs that 
Mr. Truman can see in the reactions to 
the Wallace movement is the way in 
which the top-level leaders of labor ig- 
nored the Philadelphia convention. Only 
a few leaders of individual unions ap- 
peared there. And, although quite a few 
Negroes went to Philadelphia as dele- 
gates to the Wallace convention, some 5f 
the important Negro newspapers now are 
turning toward the President. 

These two factors will weigh heavily 
in deciding which way the big cities go. 
But any fragments of voting strength 
that Mr. Wallace pulls to his side will 
come from Mr. Truman. And they are 
badly needed by the President. 
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TWO-PARTY HEADWAY IN SOUTH 


Reported from BIRMINGHAM, ALA. 


Revolt is cracking the one- 
party tradition in the South. A 
new party line-up is promised by 
the States-rights movement. 

Rebellion in the South is break- 
ing the big backlog of votes on 
which the Democrats have relied 
to win elections. It could take 74 
of the 127 Southern electoral 
votes away from Mr. Truman. 

Smashing of tradition is aiding 
the South’'s two-party movement. 


The first steps now are being taken 
toward a historic realignment of po- 
litical parties in the South. The time- 
worn allegiance of Southerners to the 
Democratic Party is being cast aside 
openly by some of the party leaders. 
A new party is in the making. The 
Democratic Party in the South is be- 
ing shaken to its foundations. 

For the first time in 68 years, a Demo- 
cratic presidential candidate has a real 
fight on his hands if he is to carry what 
is normally regarded as the Solid South. 
Save for the shift of Tennessee to the Re- 
publicans in 1920 and 1928, and of Flor- 
ida, North Carolina, Virginia and Texas 
in 1928. the 11 States of the old Con- 
federacy have provided a backlog of elec- 
toral votes that the Democrats usually 
could count upon in good times and in 
bad times. This had been true ever since 
President Rutherford B. Hayes took the 
federal troops out of the South after the 
reconstruction days following the Civil 
War. 

But now a real effort is being made 
to create a States-rights party in the 
South. The attempt is well financed by 
important business, power and oil inter- 
ests in that region. Some important poli- 
ticians are joining in the attempt. And, 
although disavowed as an issue by Gov- 
ernor J. Strom Thurmond, of South Caro- 
lina, the States-rights presidential candi- 
date, many of his followers are using 
“white supremacy” as a campaign issue. 

Long-range effect of the Southern 
revolt could be the destruction of the 
one-party system in the South. Two 
courses of development are open. 

A real fourth party could gradually 
grow up, taking control of the 127 elec- 
toral votes of the 11 Southern States. It 
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could pool these votes behind Governor 
Thurmond and his running mate on the 
States-rights ticket, Governor Fielding L. 
Wright, of Mississippi. This would weak- 
en the Democratic Party. It would throw 
close elections into the House of Rep- 
resentatives for decision. And there 
Southerners could barter for legislation 
to help them to maintain the old way of 
living in the South. But there is little 
likelihood that the States-righters can 


win the Solid South vote. 
A two-party system then could grow 
up in the South. There are some signs 


that this may be the eventual resul 


Some Southern newspapers are advocat. 


ing that Southerners vote Republican 
this year, even in traditionally solid 
Democratic States such as Georgia an 
South Carolina. Most of the Southey 
States have a larger nucleus of Republi. 
can voters than is shown by election sta. 
tistics. Many Republicans register and 
vote as Democrats in order to have a 
voice in choosing local officials. 
Truman chances. The short-range re. 
sult is to weaken President Truman’s 
chances of winning the election. As jt 
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stands now, Mr. Truman has little hope 
of winning the 20 electoral votes of 
Alabama and Mississippi. He also may 
lose the 17 votes of Arkansas and South 
Carolina. These 37 votes may go to Gov- 
ernor Thurmond’s States-rights ticket. 

At the same time, Mr. Truman may 
lose to Governor Thomas E. Dewey and 
the Republicans the 37 additional elec- 
toral votes of North Carolina, Virginia 
and Tennessee. Democratic share of votes 
usually is around 93 per cent in Missis- 
sippi and 95 per cent in South Carolina. 
But, in Tennessee, Virginia and North 
Carolina, the range of Democratic votes 
is about 61 to 67 per cent. If enough 
Democrats are angry enough to stay at 
home on election day, these States may 
go to the Republicans, as they have done 
before. 

Divided South. These facts stand in 
the way of the effort of the States-righters 
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to muster the 127 electoral votes of the 
Solid South back of their candidates. 
For it is a divided South that is breaking 
with Democratic tradition. Only in Mis- 
sissippi is a fairly solid mass of Demo- 
crats in favor of a break. And, even there, 
some murmurs of dissent are to be heard, 
faintly. 

In Alabama, a considerable, but ap- 
parently helpless, faction is opposed to 
the break. In South Carolina, two fac- 
tions are fighting for control. In Arkansas, 
the pressure against a break with the 
national party was so strong that Gover- 
nor Ben Laney, who had been spoken of 
as the presidential candidate of the 
bolters, decided to back away from the 
movement. 

There was little or no official repre- 
sentation at the bolters’ Birmingham con- 
ference from the States of Georgia, North 
Carolina, Virginia, Tennessee, Florida, 
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Texas and Louisiana. Keen fights lie 
ahead before these electoral votes can 
be wrested from Mr. Truman. 

intraparty battle. The biggest fight 
of the States-righters is to be made not 
among the Southern people in a scramble 
for votes, but inside the upper-level 
framework of the Democratic Party. Here 
the States-righters will try to have electors 
of the regular Democratic Party instructed 
by State conventions to cast their votes 
for the States-rights ticket. 

In Alabama, the regular Democratic 
electors were chosen in a primary and al- 
ready have pledged themselves not to 
support Mr. Truman. Mississippi's elec- 
tors, chosen in a Democratic convention, 
will carry a similar pledge. 

In Louisiana, Tennessee, Texas, Ar- 
kansas, South Carolina, North Carolina 
and Virginia, electors are chosen by State 
conventions of the Democratic Party. Ef- 
forts will be made to swing these electors 
to the Thurmond ticket, or to have them 
switched to that ticket where they already 
have been chosen. 

Georgia and Florida, however, choose 
their electors in State-wide primaries. 
The Georgia electors are not yet pledged. 
Those in Florida, already chosen, are un- 
pledged and are free to vote as they 
please. 

There is a serious question as to 
whether the States-rights ticket can get 
electors of its own on the ballot in more 
than one or two Southern States. And 
the voters have little to say about the in- 
structions that the State Democratic con- 
ventions give to the Democratic electors. 
These electors may bolt the regular party 
or not. Under the Constitution, the presi- 
dential electors are presumed to be free 
agents, although they rarely act as such. 
They usually abide by the decisions of 
their party. 

The net result of the Southern bolt 
may put from 20 to 37 electoral votes 
in the hands of the States-rights candi- 
dates. And it could give as many as 37 
more electoral votes to the Republicans. 
This would take 74 of the 127 electoral 
votes of the South—usually counted as 
certain for the Democrats—away from Mr. 
Truman. 

It could throw the election into the 
House of Representatives. But this is un- 
likely. It has not happened in 124 years, 
in spite of third and fourth-party move- 
ments that have developed. Only once 
in this century has a presidential candi- 
date won by such a scant margin that the 
addition or subtraction of 127 electoral 
votes would have altered the result. That 
was in the election of Woodrow Wilson in 
1916. 

But the Southern revolt gravely im- 
perils Mr. Truman’s chances of election. 
And it may help to create a two-party sys- 
tem in the South by uprooting traditions. 
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‘Fair Employment’: Working Model 


Reported from ALBANY and NEW YORK CITY 


Doors, once closed, now are 
opening to give many new jobs 
to Negroes in New York State. 
Here is a fair-employment-prac- 
tice law that Congress may try to 


copy. 
Enforcement troubles in New 


York are few. Employers and 
workers, skeptical at first, gener- 
ally accept the law with little 
fuss. Crackdown methods are 
frowned upon, and nobody yet 
has gone to jail for violation. 


A fair-employment-practice law is 
at work in New York State. Under 
that law, Negroes and members of 
other minority groups are getting 
many jobs that were not open to them 
in the past. 

Congress, now coming back in special 
session, is being asked to pass a law that 
will prevent discrimination in giving jobs 
throughout the country. President Tru- 
man, in asking for such a law, is able to 
turn to New York State, where his op- 
ponent for the Presidency, Governor 
Thomas E. Dewey, has been operating a 
similar law tor three vears. 

As a result of the New York law, Ne- 
groes are finding jobs in a wide variety of 
industries from which they once were 
excluded. Employers generally are finding 
that they can give jobs to Negroes with- 
out upsetting their organizations. No- 
body has gone to jail in the process be- 
cause there has been no crackdown in 
enforcement of the law. Employers, on 
the whole, are co-operating. 

How the law operates under Mr. 
Dewey is important to the rest of the 
country. If New York’s system is applied 
nationally, hundreds of thousands of jobs 
will be thrown open for the first time to 
Negroes and others who now are barred 
due to color, race, creed or foreign birth. 

Negroes, especially, are quietly find- 
ing jobs in many places of business in 
New York where the doors once were 
closed to them. 

Department stores in New York City 
and up-State are employing an increasing 
number of Negroes. It no longer is un- 
common for a customer to be waited on 
by a Negro salesman or saleswoman. 


24 


Office work, too, is opening up for 
Negroes. Insurance companies, railroads, 
steamship lines and banks are using 
Negroes to keep books, to operate office 
machines, and to work as stenographers 
and clerks. It was a rare sight to see a 
Negro in such a job before the Jaw was 
passed, 

Other jobs for Negroes, in places 
once limited to white persons, include 
switchboard operating, bus driving, usher- 
ing in theaters, and, to a limited degree, 
clerking in hotels. Some employers are 
hiring Negroes as civil, electrical and 
mechanical engineers. Public utilities are 
using many Negroes in both office work 
and maintenance and repair work. 

Factories, too, have changed hiring 
practices to admit more Negroes. Before 
passage of the law, there was less re- 
striction on employment in manufacturing 
industries than elsewhere, yet there have 
been more complaints of discrimination 
in this field than in other lines of work. 
More than half of these were racial re- 
strictions, but there have been many 
complaints of workers’ being barred be- 
cause of creed or foreign birth. Usually, 
these complaints have resulted in change 
of hiring policy. 

Unions, in some cases, have had to 
stop discriminating against Negroes. Ten 
railroad unions have changed: their na- 
tional policies to remove restrictions on 
Negro membership or to eliminate other 
restrictions. As a result, a virtual veto by 
these unions over hiring of workers from 
minority groups is removed. 

Regulation of employment, under 
Mr. Dewey, has proceeded cautiously. 
The State commission that administers 
the law has broad powers, enforceable in 
the courts, to order employers to cease 
and desist. Violation of such an order is 
punishable by as much as a year in prison 
or a fine of as much as $500. Actually, 
however, none of these powers has been 
used. 

Instead, the commission has relied on 
conciliation and employer co-operation. 
The Dewey method is to make the law 
effective gradually, to pacify rather than 
to punish. Where employers at first have 
resisted revision of employment policies, 
the State has thrown back to Negro 
leaders the responsibility of providing 
competent Negro workers. Every effort 
has been made to avoid antagonizing 
either Negroes or white people. The 
method is one that Mr. Dewey could be 
expected to use in enforcing a fair-em- 


ployment-practice law on a national scale. 

Minority groups are not given pre. 
ferred treatment under the New York 
law, nor are employers required to hire 
specified quotas from any minority. The 
law merely says that opportunity for em- 
ployment is a civil right which cannot 
legally be abrogated. A five-member com- 
mission administers the law. 

In two important ways, the New York 
system differs from the employment. 
practice system that applied to the coun- 
try as a whole during the war. The federal 
system lacked a statute to back it up. 
The New York commission has enforce- 
ment powers, whereas the national FEPC 
had to rely entirely upon co-operation 
and White House influence. Also, the 


New York law has had the support of 


all major political factions, a situation 
that does not exist in Congress, where 
there is strong Southern opposition. 

Complaints filed by individuals may 
start the machinery of the law working 
A complaint, charging discrimination, 
leads to investigation by the commission 
of the employer involved. Examples il- 
lustrate the method. 

A mail-order house that had severil 
hundred employes, all white, agreed afte 
investigation by the commission to hire a 
Negro it previously had rejected. In 3) 
days, the company hired 30 more Ne- 
groes. Commission action in this case 
ends there unless a review indicates that 
a limit has been placed on the number of 
Negroes to be hired. 

A steamship captain fired a Negi 
radio operator, but rehired him  whil 
the commission was investigating. The 
investigation, however, disclosed a policy 
of excluding Negroes from the steamship 
company’s office force. The company let 
down the bars without much of a figlit 

An insurance company revised it 
entire employment policy, after the dis- 
charge of an Italian telephone operate! 
Actually, it appeared, she was fired be- 
cause she did not get along well with 
other workers. As an outgrowth of the 
case, however, the company agreed t 
comply with the law in hiring policy 
writers and clerks. 

A theater changed its policy of hiring 
only white ushers after a challenge by 
the commission. The case was brought 
by a Negro youth whv proved that he was 
qualified for an usher’s job but could net 
get one. 

Employers, however, are not always 
found to be wrong. The commission hi’ 
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handled 1,000 or more complaints, but 
not all of them stood up. For example, 
one youth who charged persecution was 
found to have been fired from 20 jobs in 
two years. 

Conciliation of cases is informal and 
private. Fear of publicity is in the back- 
ground, but experience has shown that 
employers usually are ready to comply 
if they are found by the commission to 
be in violation of the law. The commis- 
sion has been criticized for not holding 
public hearings and issuing formal de- 
cisions, Which would open the way to 
appeals to the courts. This criticism comes 
from minority groups who contend that 
conciliation often leads to compromise 
and half-a-loaf settlements. 

Investigations also are made by the 
commission on its own motion. Employ- 
ment practices of 300 companies, includ- 
ing all those employing 5,000 workers or 
more, have been studied. There is no 
power to enforce these investigations, but 
they yield about the same results as those 
based on complaints. 

The public generally appears to have 
accepted the law without a great deal 
of open complaint. Although there still 
is resentment among some employers and 
workers, opposition is not as strong as it 
once was. Fear was expressed that the 
legislation would bring pogroms and give 
impetus to the Ku Klux Klan. Neither of 
these things has occurred. 

Strikes have been threatened if Ne- 
groes Were emploved, but none has de- 
veloped. The commission presumably can 
prevent such strikes, since employe pres- 
sure for discrimination is forbidden by 
the law. 

Many employer groups, opposed to 
the law at first, now are satisfied. One 
State-wide industrial organization says: 
“The law imposes no hardships on the 
employer. He is merely asked to hire or 
retain in employment the best man or 
woman for the job.” 

An employer with hundreds of persons 
on his pay roll, who changed his hiring 
practices after complaint had been filed 
against him, has this to say: “Some of 
the people I have hired are outstanding. 
This is a good law.” 

The New York plan, already copied 
by New Jersey and Massachusetts, faces 
a rough road in Congress, however. Fili- 
busters and violent Southern opposition 
will have to be overcome before such a 
plan can be adopted for the country as 
a whole. If put into effect nationally, the 
plan would run into hampering laws and 
practices in many Southern States, What 
is more, opponents will contend that such 
a law can work only in boom times, when 
jobs are plentiful. When jobs again be- 
come scarce, enforcement of the New 
York law probably will be more of a 
problem, } 
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IN NEW YORK: JOBS ARE BEING FOUND IN A VARIETY OF INDUSTRIES .. . 
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. « » JOBS CAN BE GIVEN WITHOUT UPSETTING PLANT ORGANIZATIONS 
The Dewey method—to pacify rather than punish 
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New Aim of French Policy: 
To Mediate in ‘Cold War’ 


Reported from PARIS 


France is turning out to be an 
uncertain partner of the U. S. in 
the “cold war’ with Russia. 

Upset of the French Govern- 
ment discloses national weak- 


-nesses. The new Government is 


more likely to seek the role of 
peacemaker than to side with the 
U. S. against Russia. 

Shift in France may slow down 
U. S. plans to build up West Ger- 
many. European defense plans 
may be altered. 


In the “cold war” between the 
United States and Russia, France is 
pulling away from the side of U.S. 
and is seeking to act as peacemaker. 

The French Government that went 
along with the U. S. and Britain in the 
plan to set up a government in West 
Germany is out of office. Its successor 
will oppose the idea of splitting Ger- 
many in two. From now on, France is 
likely to be out to get an agreement be- 
tween the U. S. and Russia rather than 
to side directly with the U.S. 
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CHARLES DE GAULLE 
..eager to smash Communists from right 
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As a result, this is what to expect: 

France’s new role alters the outlook 
in the contest between Russia and U.S. 

In a conference of the Big Four, the 
U.S. no longer can be sure that France 
will vote with the U.S. and Britain 
against Russia. Instead, on many issues, 
France will line up on Russia’s side. The 
French, for example, do not object to 
giving Russia a hand in the management 
of the Ruhr, provided shipments of Ruhr 
coal to France are not cut. 

In a united front of Western Euro- 
pean countries designed to build up de- 
fenses against Russia with U.S. help, 
France was to be the keystone. Now 
France is likely to hold back on open mil- 
itary alliances against Russia. France is 
certain to go slowly in preparing for war. 

A squabble over a relatively small item 
of $17,000,000 in a proposed defense 
budget of $1,040,000,000, for example, 
was the incident that upset the French 
Government recently. Socialists, tradi- 
tionally opposed to money for arms. in 
time of peace, asked a cut of $40,000,000. 
The Government refused to cut more 
than $23,000,000 and was thrown out on 
the voting in Parliament. 

In a war, France will side with the 
U.S. and Britain against Russia. But the 
French reluctance to prepare for war 
and the French shift into the role of 
peacemaker is likely to reduce the 
amount of help that France could con- 
tribute if war should come. 

This does not mean that France is 
backing out of the European Recovery 
Program, Cash, credits and gifts from the 
U.S. to France since the end of World 
War II have totaled $2,350,000,000. And 
French economy would collapse without 
the $1,469,300,000 now earmarked for 
France under the Recovery Program. 

But internal difficulties are a constant 
worry in France. Cabinets fall as quickly 
as before World War II. Wage-price 
foundation of French economy is shaky. 

France’s trouble, the kind of trouble 
that is taking her away from the U. S.- 
British alliance, is rooted in domestic pol- 
itics. For France, as for the U. S., this is 
an election year. In October, French 
voters will elect delegates who, in turn, 
will choose members of the French Sen- 
ate. Real power rests in the Chamber of 
Deputies, not in the Senate. But, if the 
elections show a shift away from the cen- 
ter parties that have formed recent gov- 





—Black Star 
MAURICE THOREZ 
. .. tugging at labor from the left 


-ernments, Parliament will quit and gen- 


eral elections will be called. 

The extreme left, led by the Com. 
munists under Maurice Thorez, is tug. 
ging at French labor, anxious to sabo- 
tage U.S. influence by wasting U.§, 
dollars offered for recovery. French Con- 
munists side with Russia, but have been 
out of the Government for two years. 

The extreme right, led by Gen 
Charles de Gaulle, is out to get a strong 
central government, is eager to smash 
the Communists by use of police power. 

The center is divided. The five parties, 
including the Socialists, who make up 
the center are constantly wrangling over 
state subsidies to Catholic schools, over 
free enterprise vs. Socialism, over wage- 
price policies and other issues. But all the 
center parties, like those of the right and 
left, now agree France must hold back on 
any U. S.-British effort to build up West 
Germany and must try to act as mediator 
between Russia and the West. 

Result of the French crisis is likely to 
force a shift in U. §.-British policies in 
Germany and in deals with Russia. 

A slowdown of the U. S.-British pro- 
gram for West Germany is_ probable. 
The Germans themselves are not sup- 
porting the Anglo-American proposals 
with much enthusiasm. The French shift 
is likely to bring more delays in the cre 
ation of a West German government 

A setback to U.S. hopes of a Westem 
European bloc against Russia may come 
out of the French crisis. The new Gov- 
ernment, in the end, may prove to be 
stronger, not weaker, than the old. But 
as long as there is a chance to mediate 
between Russia and the U.S., France 
will shrink from joining military ali 
ances against Russia. 
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TAX SQUEEZE ON RICH BRITONS 


Wealthy Britons are having to 
dig deep into capital to pay new 
“soak the rich” taxes. 

For about 12,000 persons, 
taxes exceed income. That forces 
selling of stocks, bonds, other 
property to raise cash. And the 
market is not right now for such 
selling. 

This happens as U.S. lets up 


on all taxpayers, including those 


in high brackets. 


There is a growing squeeze on the 
incomes and fortunes of Britain’s well- 


' todo families. For many wealthy 


Britons, the only way to raise cash for 
new “soak the rich” taxes is to dip into 
capital, to turn assets into cash. But 
even that, in a bad market, is getting 
harder and harder to do. 

This plight of Britain’s rich comes at a 
time when U.S. taxpayers, including 
those in top brackets, are feeling the lift 
of substantial tax reductions. 


Reported from LONDON 


In the U. S., it is official policy, as ex- 
pressed in the 1948 tax law, to give big 
taxpayers a break, to provide new in- 
centive to earn more money, to save and 
to invest. 

In Britain, under Socialism, the Gov- 
ernment’s policy is to drain off big for- 
tunes through a new capital levy while 
at the same time using other taxes to 
speed the process of leveling incomes. 

Rich Britons, as far back as 30 years 
ago, started feeling the effects of this 
deliberate effort to break up big fortunes. 
It all started with high estate taxes. Then, 
in World War II, income taxes reached 
levels that forced many a wealthy Eng- 
lishman to dip into capital to pay them. 

Now, under a Labor Government, the 
process is in full swing. Tax rules are 
being tightened, so that avenues of escape 
from high taxes are harder to find. A 
direct new tax on the rich, added to 
regular income rates much higher than 
those in the U. S., is forcing thousands of 
wealthy families to dig still deeper into 
capital. All this comes at a time when the 
markets are unfavorable for quick liqui- 
dation of stocks, bonds, real estate or 
other property. 

A capital levy is the current big 
worry of Britain’s wealthiest families. 























That tax, imposed last April, is due by 
Jan. 1, 1949. Where to raise the cash to 
pay it is a question that has many rich 
Englishmen stumped. 

The tax applies against investment in- 
come earned between April, 1947, and 
April 1948. It is piled on top of regular 
income tax rates. For an estimated 12,000 
persons, the combined tax will be greater 
than income. At the top, then, the invest- 
ment tax becomes a capital levy, since 
people in this group will have to sell 
property to raise tax money. 

How the tax hits will be seen in these 
examples: 

A family man with an income of $36,- 
000, all from investments, will have to 
pay a tax of $37,500. This assumes he 
has a wife and two children. Even if 
half his incomé were in the form of 
a salary, with the other half from divi- 
dends or other investment sources, his 
tax would be $28,250, so that his net 
would ‘be only $7,750. 

An heir to a large estate, is likely to be 
hit hard by the new tax. Suppose he is a 
bachelor and has investments yielding 
$100,000 a year. His taxes will add up to 
$130,000. This means that he must sell 
assets to pay taxes and living costs. 

Sir Stafford Cripps, Chancellor of the 
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—Official British 


FROM CASTLE GROUNDS TO APARTMENT SITE 
... the leveling has gone a long way 


Exchequer, promises that the investment 
tax will apply for only one year. How- 
ever, there are widespread fears among 
the investing group that Sir Stafford will 
change his mind. In some ways, it is an 
attractive tax, It will produce more than 
$400,000,000 a year, yet it bears upon 
relatively few people. Also, it has the 
advantage of being easy to collect. 

Leveling of incomes in Britain, even 
before the investment tax was imposed, 
already has gone a long way. The chart 
shown on page 27 indicates what has 
happened. 

More than $24,000 of income, after 
taxes, was earned by 7,000 Britons in the 
tax year that ended April 1, 1939. In the 
tax vear that ended April 1, 1946, there 
were only 45 who had as much as $24,000 
left after paving taxes. 

Between $16,000 and $24,000, after 
taxes, was earned by 12,000 persons in 
the year ended in 1939. By 1946, that 
number was down to 840. 

Between $8,000 and $16,000 was 
left, after taxes, to 56,000 Britons in 
1939, but only 34,615 in 1946. 

Between $4,000 and $8,000, after 
taxes, was earned by 155,000 persons in 
1939, but by only 137,500 in 1946. 

Below $4,000, there is a different 
story. In this bracket, there were 6,770,- 
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000 in the year ended in 1939, and 13,- 
827,000 in the year ended in 1946. 

Now, with the investment tax added, 
the 1939-46 trend probably will be accel- 
erated. The really affluent class in Britain 
is likely to shrink almost to the vanishing 
point, 

About the highest after-tax income 
available to an Englishman now is $25,- 
000 a year. To have that much left to 
live on, a man has to earn about $400,- 
000 a year. Even so, his income must be 
earned—that is, it must be from some 
source such as salaries, fees or commis- 
sions. If any of his income were trom 
investments, he would have to receive 
more than $400,000 to net $25,000 after 
taxes. 

These figures help to show why many 
big estates ir Britain have been sold off 
and turned into apartment developments. 
Some wealthy Englishmen have disposed 
of the inheritances of generations. A few, 
once wealthy, have sold part of the family 
china, silver or housefurnishings to raise 
cash. 

A new rush to sell securities and prop- 
erty may be forced by the investment tax 
now faced by well-to-do-Britons. In the 
London Stock Exchange little tax selling 
has shown up since the new tax was 
enacted, However, the bulk of such sell- 





ing is expected in the weeks just before 
the January 1 due date. Right now, the 
Exchange is in the doldrums, and Eng. 
lishmen who have to sell are inclined ty 
wait in the hope of getting « bette; 
market, 

A way out from under the crushing 
burden of taxes was found by some Brit. 
ons until recently. Now, however, the 
avenues of escape are beginning to close. 

Capital gains, taxable in the U.S. 
are tax free in Britain. In other words, ay 
Englishman can sell property jor more 
than he paid for it without paying an 
tax on the profit. As long as markets were 
good, some managed to turn over their 
holdings frequently and live on the 
profits. Now, with the stock market less 
buoyant, this painless method of living 
on capital is not so readily available. Also, 
bonanzas in inflated real estate, used 
luxury goods and other items are begin. 
ning to disappear. 

Investing abroad used to offer some 
Britons a way to make profits that they 
could retain. However, the Government 
has clamped down on that through ex: 
change controls. 

Expense accounts, once a boon t 
business executives, are under strict new 
rules. Until recently, a businessman often 
could get a tax-free expense allowance 
In some cases, these benefits were te- 
ceived in kind—that is, a private residenc 
at the company’s expense, a company ca 
for personal use, or an open account i 
a hotel. The Government now is ruling 
out any tax-free allowances that are not 
necessary to the business. 

Retirement plans, under new rule 
offer only limited relief. Retirement pa 
now is treated as income, and bears the 
regular income rate. 

Income splitting between husband 
and wife, for tax purposes, is not per- 
mitted in Britain as it is in U.S. Britain 5 
goes to the other extreme, and requires 
husband and wife to lump their incomes 
for tax purposes. 

Tax relief in Britain, on any such 
scale as that recently voted in the U.S 
appears to be a long way off. 

In Britain, to run the central and loca 
governments, taxes must take about 3 
per cent of the country’s national income 
This compares with less than 25 per cen! 
in the U.S. By comparison, then, Britis 
taxes must keep hitting hard at all incom: 
levels. 

Some sparing cuts now are being give 
to Britain’s low income groups, but at tht 
same time the taxes of thousands 0! 
wealthy people are being increased. 

As long as the present Government} 
in power at least, it appears that t 
policy will be to soak the rich. The leve: 
ing of incomes in Britain already has gon 
a long way. ‘The process now is bein 
pushed harder than ever. 
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a Amazing new electronic Dictaphone And you can take it with you! This sturdy little travel- 
resident a ‘ ‘a . 4: ers Be eee Re, hae 
npany oe Machine uses revolutionary plastic belt ing companion goes whewen r you go—ne ver lets you 

ana get behind in your work! It’s the one dictating machine 
— Here’s big news for all businessmen—great news for that takes the “lug” out of luggage! : 
is ruling busines ' ae a 
usinessmen on the go! payne tS — : , 
it are not ‘ The TIME-MASTER electronically records your busi- 
Here’s the brand-new Dictaphone TIME-MASTER— ness voice through tiny hand or desk microphone. It’s 
ew rules an electronic dictating machine that’s just right for the first and only dictating machine to record on a 
ment pat the office . . . and made to order for the road! plastic belt. 
bears the The slim. compact TIME-MASTER is the only dictating The handy little TIME-MASTER Memobelt records 
machine that will listen and record right in your desk at constant groove speed—gives both uniform tonal 
husband drawer! quality and uniform, measured backspacing from start 


to finish. Result: Better recording for you, easier tran- 


; not per- 
scribing for your secretary! 


>. Brita J 
1 requires : tee : ey Oa ; 
7 No other dictating machine has all this: Lightweight 
ir incomes ; ‘ = : 
portability! All-metal sturdiness! Easy mailability and 
fileability of the recording! Constant recording quality! 
Uniform backspacing! Rapid place-finding of previous 
dictation! 
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Both you and your secretary will agree—the TIME- 
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Dictaphone Corporation 


Department E-8, 420 Lexington Ave., N. Y. C. 
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WHY FOOD IS CHEAPER IN BRITAIN 


Reported from LONDON 


Food prices in Britain are only 
about half as high as in U. S. 

British housewives pay 30 
cents a pound for butter, 40 cents 
for rib roast, 48 cents for bacon, 
4 cents for bread. 

Big subsidies, U.S. help and 
special deals with foreign sup- 
pliers are the secret of Britain's 
low prices. 


At a time when food prices in the 
U.S. are reaching for the sky, it is 
startling to realize what the British, 
by comparison, are paying for their 
food. 

The accompanying chart shows some 
of the price contrasts, but it does not 
show the reasons behind these contrasts. 
Gifts, subsidies and special deals with 
suppliers help to explain. 

Bread, for example, is bought by the 
British housewife at the equivalent of 
4 cents a pound. The average American 
housewife pays about 14 cents for a 
pound loaf. Bread sells in Britain for less 
than a third of the U.S. price partly be- 
cause the British Government is paying 
half the cost. It is able to do this by tax- 
ing the well-to-do to provide cheap bread 
for the masses of the people. (See page 
27.) It gets most of the grain from Can- 
ada under contract at $2 a bushel, with 
the U.S. helping to pay the bill. Bread 
has just been taken off the ration list. 

Meat, a good grade of beef rib roast, 
costs the British housewife 40 cents a 
pound. That is about half the U. S. price. 
The British Government, by subsidy, pays 
about 16 cents of the cost of a pound of 
rib roast. The meat ration is 20 cents’ 
worth each week. That means half a 
pound of rib roast or a pound of cheap 
grades of beef. 

Britain is getting most of her beet 
from Argentina, at a price below U. S. 
costs. In payment, Britain uses sterling 
received in the sale of British-owned 
railways in Argentina. 

Bacon, rationed at 2 ounces a week, 
sells in Britain at 48 cents a pound, as 
against more than 75 cents in the U. S. 
A subsidy of about 18 cents helps to keep 
the price down, and the first cost is low. 

Canada is selling bacon to Britain at 
36 cents. The U.S. gives Britain dollars 
with which to pay the bill. The U. S. tax- 
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payer, thus, indirectly helps to make 
cheap bacon available to the British 
people. 

Butter sells in Britain for 30 cents , 
pound, compared with around 90 cents jy 
U.S. The subsidy is about 20 cent 
Bulk of the butter comes from Denmark 
and the Dominions and is paid for with 
sterling. The butter ration is 3 ounces q 
week. 

Oleomargarine sells at 15 cents , 
pound and is subsidized at about 5 cents 
Most of the fats used in making it ay 
bought with sterling from Dominion and 
Empire sources. The ration is the san 
as that of butter. Thus, the British reg. 
dent gets a total of 6 ounces of butte; 
and substitutes weekly. 

Potatoes, most of which are 
locally or bought abroad with sterling 
were selling in the spring at about 34 
cents a pound, but the price is falling 
The subsidy is a little over half a cent 
a pound. In the U. S., potatoes are selling 
at about 6% cents. Potatoes have been w- 
rationed in Britain since last spring. 

Eggs are bringing 60 cents a dozen in 
Britain, with a subsidy of about 20 cents 
British prices are a little under U.S 
prices. The ration is one egg a week fo 
an adult, more for a child. 

Milk of the best quality sells generall 
for around 20 cents a quart, about 
the same as the U.S. average. The sub: 
sidy is about 3 cents. Britain’s milk is 
produced locally or bought with ster 
ling in nearby countries. The suppl § 
for most adults is restricted, but the J 
Government provides free milk for thre 
fourths of the children in elementay 
schools, and makes a pint available dail 
for about 3 cents to each child unde 
5 years of age and to every expectall 
mother. 

On other essential foods the story » 
similar. Cheese, for example, sells 
18 or 20 cents a pound, tea for 68 cents 
On these and other items, the Gover: 
ment is maintaining low prices by mei 
of subsidies, U.S. gifts and favorabl 
purchase contracts. The average Brit 
gets about 17 per cent less food the 
the average American, but the prices hi 
pays are a lot lower. 

The subsidies that keep down price 
amount to around $1,500,000,000 a yea! 
or about a seventh of the national budge 
The Government, however, considers th 
money well spent. And U.S. gilts 
about $1,000,000,000 a year, to finance 
British buying abroad, are a big help 
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Its Reeord Is Your Guarantee 


PON 





The first Pontiac was designed to be definitely 
better than any other car anywhere near its modest 
price. Every year and every model since has added 
to Pontiae’s reputation as a thoroughly good ear. 


Pontiac owners have always found that Pontiac 
combines, to an exceptional degree, all the things 
they want most in an automobile—beauty, per- 
formance, safety, economy and dependability. 


Typical of the advances that make a fine Pontiae 
continually finer is General Motors Hydra-Matic 
Drive*—available as optional equipment on all 
GEN 


iC «MOTOR DIVISION of 


ERAL 


1918 Pontiae models. Pontiac is the lowest priced 
car in the world offering you this masterpiece of 
automotive engineering. 


Whether you get a new Pontiac this year, next 
year, or any year, you can buy Pontiae with the 
assurance that you are getting an outstanding car 
and an outstanding value—for Pontiac's past is its 


finest recommendation! 


Models Illustrated; De Luxe Torpedo Sedan Coupe and De Luxe 
Streamliner 4-Door Sedan. *General Motors Hydra- Matic Drive 


and white sidewall tires optional at additional cost. 


MOTORS CORPORATION 














>> >> >> >»> 





America’s Top 
asefulness of the management 








PURPOSE of the Survey 








To establish definitely the relative usefulness of six management 
magazines to America’s top business executives. 


WHO was surveyed? 





The following letter was mailed to 615 Board Chairmen and Presi- 
dents of a representative group of the most important commercial 
and industrial companies. Names were secured from Poor's Reg- 
ister of Directors and Executives. Companies were selected accord- 
ing to capitalization, size within each industry, and diversification 


of business. 


GROUPS MAIL OUT 
Class I Railroads 29 
Large Steamship Companies 13 
Airlines 12 
Very Large Insurance Companies 56 
3anks with Capital and Surplus over $2,000,000 59 
Manufacturers (other than the Needle Trades) , 

with Dun & Bradstreet ratings of over $1,000,000 446 
615 





30 ROCKEFELLER PLAZA 
NEW YORK 20, N. Y. 


March 17, 1948 
Dear Sir: 
Will you do us a brief favor? 
We are endeavoring to ascertain which one magazine 
of a group of executive management publications is 
most useful to administrators of America's largest 
commercial and industrial companies, 
Will you take a minute to jot down your answers to 
the two simple questions on the reverse side of 


this letter? 


We pledge to keep your reply strictly anonymous, 
and will be grateful to you for your help. 


Sincerely yours, 


att dertanl— 


F. W. Leonard 





AMERICAN RESEARCH FOUNDATION 





(Reverse side of letter) 


1, Which of the following magazines come to your 
attention at your home or your office - whether 
you read them or not? (Please check) 

() Business Week 

OC) Fortune 

() Nation's Business 

(] Newsweek 

O Time 

L] U. S. News and World Report 
(J None 


2. Of the magazines checked, which one is the most 
useful to you? 





Comments: 





























i! 











Business Executives report on the 
magazimes they reeeive « « = « 








RESULTS 





Question (1) 191 respondents made 767 mentions. 
This means that this group of top business executives receive 


an average of + magazines each of those under consideration. 


Question (2) “Most Useful” mentions. 157 answered this question. 


MAGAZINE NO. PERCENT 
U.S. News & World Report “Most Useful” 61 38.9%, 
Magazine B ... . . “Most Useful” 37 23.5% 
Magazine C€ . .. .« . “Most Useful” 31 19.8% 
Magazine D . . .« « « “Most Useful” 19 12.1% 
Magazime E . . . . «°Most Useful” 6 3.83% 
Magazine F ... . « “Most Useful” 3 1.9% 

157 100.004, 








This study was made in accordance with the STANDARDS for APPRAISING 
MARKET and ADVERTISING RESEARCH prepared by the COMMITTEE ON RE- 
SEARCH of the American Association of Advertising Agencies. 

America’s top business men reported their management magazine prefer- 
ences based on the relative wsefu/ness of these publications in their every 
day work. 

Results of this study now enable corporate purchase and quality consumer 
advertisers to base their selection of advertising media on the severest test 


of advertising effectiveness to which a magazine can be put. 


U.8.News & World Report 


Circulation Guarantee 350,000 
plus a substantial bonus well in excess of guarantee 








USEFUL NEWS FOR IMPORTANT PEOPLE (“Knowledge is Power”) 
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Artist’s conception of one of the new “4 Aces’ — by Lester Fagans 


” THE NEW 


CHS 


FOUR DISTINCTIVE NEW AMERICAN PASSENGER LINERS 
FOR SERVICE TO THE MEDITERRANEAN 


ESIGNED TO PROVIDE a new concept of a completely appointed living room when 


vw S.S. EXCALIBUR 
x S.S.EXOCHORDA 
vy S.S. EXETER 

vz S.S. EXCAMBION 


Beautiful counterparts of the 


pre-war vessels of the same names. 


comfort, convenience and pleasure in 
the spirit of modern American living. 
e ¢ © Embodying the results of extensive 
research and wide experience in Mediterra- 
travel. © © © Possessing an air of 
good taste in the beauti- 


interiors. © ¢ ° 


nean 
charm and quiet 
fully 
Fully air-conditioned. 

All staterooms are outside. each with 
ery cabin resembles 


decorated, roomy 


private bath. * * ¢ E 


arranged for daytime occupancy .. . 
equipped with ingeniously arranged over- 

e downy berths for night-time comfort. 
¢ © ¢ Permanent outdoor pools. * * * Cook- 
ery that is true culinary art. * * © Service by 
specially trained American stewards. 

x = & *® 

Ready early fall... the new “4 Aces” will 
maintain regular fortnightly sailings from 
New York to principal Mediterranean ports. 


For further information ask your Travel Agent or 


AMERICAN EXPORT LINES 
25 Broadway, New York 4, N. Y. 


BALTIMORE * PHILADELPHIA © BOSTON * WASHINGTON * CHICAGO + DETROIT * NORFOLK * SAN FRANCISCO 
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BERLIN....LONDON....PARIS....BELGRADE.... 





> If it isn't to be war, after all, question is what kind of peace it's to 

be, and when. It is time to take inventory, see what is reasonable to hope for. 

Grand settlement, Soviet-American love feast, peace breaking out all over 
Europe and Asia--that's too much to expect. Nothing like that is in sight. 

Piecemeal settlement, though, is not out of the question. It could begin 
soon. It is under active study in the major capitals right now. 

This doesn't mean there won't be more war scares, even during peace talks. 
Russians aren't throwing away the bargaining value of their tactical position in 











places like Berlin and Vienna. Pressure, especially when it gives Westerners the 
jitters, is to be expected. Might as well get used to it for some time to come. 
bi But it iS apparent that this most recent war scare was a shade overdone. 
com A handful of B-29s over England isn't an ultimatum to Russia. Soviet squeeze 
on Berlin, orneriness in Moscow, isn't the same as RusSian mobilization for war. 


>> Kind of piecemeal settlement that is possible, not too difficult, is this: 
Danubian issue could be negotiated at Belgrade conference now starting. 





Question is whether Russia will permit international control of navigation on the 
Danube, open it to all comers. Compromise, in Soviet favor, is a fair prospect. 
Austrian treaty is considerably closer, now that Marshal Tito's claims for a 





slice of Austria no longer count with Moscow. Remaining issue is whether Soviet 
would loosen grip on industrial properties in eastern part of Austria. 
Partition of Trieste looks simpler, now that Tito is in Joseph Stalin's dog- 





house. As West requested, Trieste can be carved up, the pieces awarded to Italy 

and Yugoslavia, regardless of Tito's screams, and one U.N. problem disposed of. 
Greece is rapidly becoming an object of indifference to Moscow. Communists 

are on the run, and with much less room to run in. Greece is fading as an issue. 


>> Peace in Austria, along the Danube, in Trieste, in Greece isn't a foregone 

conclusion, of course. And it won't come overnight. It's to take weeks, months 

of painstaking negotiation, of hard bargaining. It's to wear Western nerves raw. 
Nevertheless, peaceful settlement in these areas now looks feasible. 


vhen 
Settlement, too, shapes up as a possibility on the other side of the world, 





pver 


ran in Korea. Prospect is improving that U.S. and Russia can agree on withdrawing 
ook: troops from Korea. U.S. would then retire to Japan, Russia to Manchuria. 

— No settlement is likely soon for Japan, however. It is far down on the list. 
Postponement, also, is probable on the issue of the Italian colonies. 








will 
from 
ports. >> That about calls the roll, except for the biggest issue of all--Germany. 


It is plain neither Russians nor Western Allies are to get anywhere near 
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to talk about a final 





all that they want. And it may not be possible, just now, 
deal on Germany. But temporary expedients, leading to peace, are being considered. 
Berlin, as situation there now proves, calls for face saving on both sides. 
Probable solution is that West will keep token troops in Berlin, maintain facade 
of four-power rule there, but that Russia will feed, fuel and run the city. 
Ruhr, of course, is what Russia wants most of all as price of peace in Ger- 
many. So it's West's biggest bargaining point. West won't throw it away. There 
is a growing disposition, though, especially in France, to figure some way to 
let Russia sit with Ruhr board, always provided West retains firm, solid control. 
Reparations, likewise, are not insoluble. Amount Soviet asks is subject 
to bargaining, to reduction if West is ready to compromise on other issues. 
Record on satellite peace treaties, on Austrian negotiations indicates that. 






































>> It's when you turn to the problem of unifying Germany, of converting two im- 
poverished fragments into one peaceful, democratic state, that progress looks most 
remote. The Germany promised by the Allies at Potsdam is still far off. 

Divided Germany, continuance of East-West tug of war, is the outlook. 

Stopgap solution, however, has some chance of adoption. Idea of this would 
be to postpone formal governments for two halves of Germany, agree instead on so- 
called occupation statutes, roughly alike for Eastern and Western Germany. 

That at least would keep the door open for unifying Germany later on. 

Occupation by troops, under that plan, could be reduced to token forces. 

Added up, these possibilities in Germany and elsewhere don't resemble per- 
manent peace, but they will strike most people as a lot better than war. 











>> Weaknesses on both sides, among Western Allies as well as in Soviet sphere, 
encourage the inclination to talk, to resort to negotiation rather than to war. 
Western union, alliance of Western Europe, may impress Russia some day as 
powerful opponent, but it doesn't yet. Western union is still largely on paper. 
French wobbling, as governments rise and fall, hampers West's solidarity. 
Delay in getting Western Germany set up in business, a going political and 
economic concern, has handicapped the West in bargaining with the Russians. 








>> Russians, over on their side, have a hatful of troubles all their own. 

Tito's defiance is quite startling. It is not the sort of behavior Pre- 
mier Stalin is used to. Yugoslav support of Tito makes matters that much worse. 

Special treatment for Marshal Tito is obviously being cooked up in Moscow. 
It may take a little time, as it did to get Trotsky, but odds favor Mr. Stalin. 

Point is not merely that Premier Stalin won't tolerate insubordination, 
though that is true enough. Point seems to be that Tito has defied Soviet plan 
to convert satellites into Soviet provinces, deprive them of all independence. 

But Tito isn't Mr. Stalin's only worry. In addition: 

Gottwald of Czechoslovakia is under fire from the Kremlin. Even though he 
manipulated the Prague coup skillfully, he now looks weak to Moscow, may fall. 

Thorez of France doesn't altogether satisfy the Kremlin, either. 

Dimitrov of Bulgaria has to be watched. He tends to like Balkan unity. 

General trend, in fact, is toward house cleaning in Communist leadership 
and party membership everywhere, but especially in Eastern Europe. 

Upshot is that it's not the best possible moment for Russia to be engaged in 
public struggle with the West. Kremlin isn't blowing up, but it's in trouble. 
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ba. many small manufacturers, Weidy Furniture 
Shops of Los Angeles has found air freight a 
valuable means to better service and greater profits. 
Weidy, designers and manufacturers of fine 
custom-made furniture,supplies its Eastern accounts 
exclusively by air freight. Without expensive wrap- 
ping or crating, even heavy break-front cabinets 
come through in 100% perfect condition. What is 
more, Weidy customers can count on fast delivery — 
furniture frequently arrives ... is placed on the floor 
... and sold — in the length of time it would have 
taken for shipment alone by surface carrier! 
Whether your business is large or small, air 


freight may be a vital factor in your operations 


picture. Modern merchandising calls for speed in 
getting goods to market...in reducing handling 
and storage costs...in keeping customers stocked 
and satisfied. 

Today, the four-engine Douglas DC-4’s used by 
leading air carriers transport up to 18,000 Ibs. of 
payload ... soon giant Douglas DC-6 freighters 
carrying up to 30,000 lbs. of payload on even faster 
schedules will be available. 

With new low rates now in effect, you may easily 
find air freight an effective means of saving time. 
money, and traffic headaches. Simply call your local 
air carrier office for complete information on how 


your firm can ship by air and save! 


DOUGLAS AIRCRAFT COMPANY, INC., SANTA MONICA, CALIFORNIA 


y 
MORE FREIGHT FLIES MORE PLACES BY DOUGLAS. 








July 30, 1948 





“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 








Ww 


The danger of war with Russia is not that the Rus- 
sians may suddenly bring on an “incident” and pro- 
voke war. It is rather that the Truman Administra- 
tion, through incompetence and mismanagement, may 
make war inevitable. 

No people anywhere today wants war. 

What then causes wars? One cause is pride of po- 
sition—a feeling that to accede to a demand from an- 
other power is humiliating. Another stems from the 
failure to render assistance to countries striving for 
economic reconstruction. 

There never was any need for a war with Japan. 
But it couldn’t have been prevented in 1941. It was 
during the ’20’s that we by our mistaken course in the 
Far East helped to inflame Japanese public opinion 
and gave the militarists their chance. 

There never was any need for the recent war with 
Germany. But it couldn’t have been prevented in 1939. 
It was in the ’20’s that we made our mistake in failing 
to stand by the German republic. We gave Hitler his 
chance. It was in the early ’30’s, moreover, that we 
failed to show the necessary firmness in dealing with 
Hitler, who was exploiting the very German economic 
distress which the Allies had neglected to alleviate. 

There is no need for war with Russia today. It is 
now that we must prevent the World War talked of for 
five or ten years hence. To avoid this, our diplomacy 
must, of course, be firm so that no government any- 
where will misconstrue forbearance or patience for 
weakness. But our diplomacy must be enlightened as 
well. It must see the whole picture in perspective and 
not focus on some small segment. 

An over-all problem: The Berlin blockade in and 
of itself presents no insurmountable issue. It is merely 
the reflection of previous inability to achieve an 
over-all settlement with Russia on the whole matter 
of Germany. 

Wrapped up in the diplomatic question is the eco- 
nomic future of both Germany and the whole area 
controlled by the Soviets. 

If we are realists at all, we must recognize that to 
put forth the European Recovery Program of billions 
of dollars as a weapon of diplomacy necessarily raises 


MUDDLED RELATIONS WITH RUSSIA — 


BY DAVID LAWRENCE 


questions of reprisal in Moscow. We cannot be declar. 
ing the Truman Doctrine one day and sending hun. 
dreds of millions of dollars the next day to help the 
Greek army fight the guerrillas who are sponsored by 
Russia’s satellites without realizing that such issues 
are not going to be settled on any one front until they 
are settled on all fronts—economic as well as political, 

The failure of postwar diplomacy to get peace 
treaties for the establishment of free governments in 
Germany and Austria is a failure to adjust relations 
between the United States, Britain and France on the 
one hand, and Russia on the other. It is a quarrel be- 
tween victors—certainly no novelty in human history. 

Concessions necessary: Whether we perceive in the 
Russian policy an expansionist program that will 
again unsettle the peace of the world, or whether we 
see a totalitarian government. striving to reconstruct 
a war-torn country and trying to get money out of 
other nations with which to do the job, the fact is that 
the issues can be resolved by a sensible statesmanship 
which buries pride once in a while in pursuit of the 
over-all result for which peoples everywhere yearn. 

No diplomatic settlement without concessions and 
even sacrifices ever brought an era of peace. It’s worth 
the pain of prolonged negotiation. For the fighting of 
another war would be senseless. It would mean that 
“pride” was being carried to the point of utter 
stupidity. 

Let us analyze our “pride” position. It has been an- 
nounced that the United States cannot possibly get 
out of Berlin now. That, it is asserted, would mean a 
loss of prestige and would stamp us as guilty of ap- 
peasement and perhaps cowardice. 

The answer is a simple one—a nation that pos: 
sesses the atomic bomb can never be justifiably ac- 
cused of weakness. Our performance in two world 
wars proves that we can fight and can win. 

What we must show now is that we know how to 
deal with the cantankerous, irritating, materialistic 
government that for the moment has control of the 
Russian people by a system of iron discipline. For the 
sake of humanity as a whole, we must not permit 
“pride” decisions to inspire our diplomacy. 
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“wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 
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Berlin blockade is only part of the over-all problem of settling the future 
of Germany—Danger lies in letting ‘‘firmness’’ supersede all other 
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considerations in our diplomacy—Negotiation and patience needed 


To remain in Berlin is admittedly not sound from 
amilitary standpoint because the troops we have there 
could easily be surrounded if war came. 

To supply Berlin with food by air, moreover, is 
costly. Air freight is feasible, to be sure, in such an 
emergency. But it’s much cheaper to ship by train, 
and more efficient. We prove nothing and settle 
nothing by our spectacular demonstration of air 
power. Secretary Marshall says America will not be 
“soerced.” Neither will the Russians. They, too, have 
“pride.” 

It takes two nations to fight a war, and one or the 
other must take the initiative. We cannot afford to 
provoke a war by sending an armored train through 
the Russian lines. We should not play the juvenile act 
of putting a chip on our shoulder and daring the other 
fellow to knock it off. The over-all problems of the 
world cannot be solved that way. 

A simultaneous withdrawal: The situation calls 
for conference—for negotiation. There is a point at 
which Russia will evacuate all of her troops from Ger- 
many and Austria. The important thing is to achieve 
the simultaneous withdrawal of our own forces from 
Berlin and of all Russian and allied military forces 
fom Central Europe. 

But the Truman Administration doesn’t like inter- 
national conferences. It condemns them before they 
start. We hear it said that conferences are useless, 
that the Russians will not agree to anything anyway, 
and that, when they do, they break agreements. This 
8 a philosophy of despair. It should not be 
countenanced. 

It is still incredible that an administration which 
prides itself on great military advisers should have 
agreed at Potsdam to an island position for our troops 
in Berlin with no access to the German capital through 
tritory in our own military control. 

It is also incredible that an administration which 
lst May sent, through Ambassador Walter Bedell 
Smith, a diplomatic note offering, in effect, to discuss 
wutstanding questions should still be standing on cere- 
mony and technicality—or on “pride”—and refuse to 





ting about an over-all discussion of all pending ques- 


tions. The Russians replied that they wanted to talk. 
We have done nothing to follow through on that open- 
ing in the clouds. 

Barriers of ‘‘pride’’ and fear: Our diplomacy has 
set up a three-zone government in Germany as a 
means of exerting economic pressure on the Russians. 
Now the Germans themselves argue against such a 
set-up and want a united country. This is ‘“‘pride’’ too. 
The Russians are on record as favoring a unified Ger- 
many. What is our objection? It is primarily a fear 
that Germany will be promptly controlled by Russia 
and will go Communist. 

Can we afford to make our policies on the basis of 
fear alone? Supposing the Germans do go Communist 
—will they not in time rebel against such a system? 
Will not the German people themselves take care of 
that problem? Must we seek to achieve overnight the 
evolution of a people from totalitarianism to democ- 
racy? Is not this something that experience alone can 
cure? And must we not, in the meantime, build around 
Germany a strong system of democratic governments 
—economically as well as militarily strong? 

Supposing it does cost us a few hundred million 
dollars to stabilize Central Europe and restore trade 
there. Supposing we do agree to what the Russians call 
“reparations.” Cannot we get some concessions in ex- 
change? If dollars will bring peace on one side of the 
Iron Curtain, they can be of some assistance on the 
other side, too. 

The Russian government is materialistic to an ex- 
treme. It needs money and materials. It needs equip- 
ment to rebuild its economy. It is “pride” that prevents 
the Russians from disclosing their true weakness or 
openly asking for economic aid. So they resort to 
devious methods of political attack and harassment 
as a substitute means of getting us to negotiate with 
them. 

The Russian problem is a practical problem in the 
economics of reconstruction after a terrible war. It can 
be solved by patience and common sense and, above 
all, by a willingness on the part of both sides to sit 
down and talk—by a willingness to try to make an 
over-all settlement. 
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Big Tasks of General LeMay: Supplying Blockaded Berlin by Air 
And Being Ready With Warplanes If Sudden Trouble Should Come 


> Lieut. Gen. Curtis E. LeMay, the 
brusque, unsmiling commander in Europe 
of the U.S. Air Force, is grappling with 
one of the most difficult and important 
problems of a difficult postwar world. 

It is General LeMay’s job, with British 
help, to keep the Western sectors of Ber- 
lin supplied with food, fuel and other 
necessities. These things must be flown 
in because Russia has blockaded the 
land routes, 

The General also must be ready for 
trouble. If shooting should start he has at 
his command a small but growing force 
of warplanes—heavy bombers and _ jet- 
propelled fighters—now assembling and 
training in England. 

Thus the Western Allies’ dependence 
on General LeMay and his airplanes is 
heavy. He is the overlooked key man of 
the Berlin crisis and of its future. 

His first job is to keep the Allies in 
Berlin. To that end the “air lift” he has 
organized is doing amazing things. There 
is, however, some doubt about the 
future. It rests on what can and what 
cannot be done, even by such a forceful, 
experienced and hard-driving commander 
as General LeMay. A few figures illus- 
trate the problem. 

Needs and deliveries. Berlin now is 
receiving from 2,200 to 2,600 tons of 
supplies daily, through General LeMay’s 
planes and a force of British aircraft. 
Actual needs are estimated at close to 
6,000 tons. And this figure will increase 
during the autumn and winter, possibly 
to 8,000. 

Aim now is to boost deliveries to a 
minimum average of 4,500 tons daily. 
If this can be done, Western Berlin may 
be forced to get along as well as it can 
on that amount. Rationing will be tight; 
Berlin’s economy will suffer. 

But what is the difficulty about getting 
more supplies to Berlin and what can 
General LeMay do about it? If more than 
5,000 tons of materials could be flown 
daily over the Himalayas from Burma to 
China under wartime conditions, why a 
limit at Berlin? 

The maximum. As General LeMay 
studies his problem, he finds that the 
limitation is not a matter of planes. He is 
using only about 170 now, and more are 
on the way. It is not a matter of man 
power. Providing air and ground crews 
has admittedly been difficult. Men have 
been brought in from other sections of 
Europe and from the United States as 
well, But more can be had, if needed. 
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AIR FORCE’S LEMAY 
‘Political aspects aren‘t my concern” 


The trouble is not a question of money 
either. The air lift, of course is a costly 
item. The whole operation now is esti- 
mated roughly to be costing U.S. about 
$25,000 a day. But the U.S. has made 
staying in Berlin a fixed point of its 
foreign policy, and with that in view the 
cost is hardly considered excessive. For 
the present, the Air Force is paying the 
bill from its own funds. It will have to 
be reimbursed, and that undoubtedly 
will bring on a congressional review of 
General LeMay’s work and the policy 
behind it. 

With planes, men and money available 
for the Berlin air lift, the General’s prob- 
lem reduces itself to: 

Airports. The U.S. and Britain have 
only two airports in Berlin, Tempelhof 
and Gatow. Constant traffic is rutting 
and wearing their airstrips. Repairs are 


needed. To increase the maximum, ; 
new airport and several new airstrips wij 
be built. But construction requires add. 
tional materials, many of which must 
flown into Berlin, thereby increasing the 
strain on the air lift. 

Airways. Air lift operations must keep 
to an air lane 20 miles wide, or face 
danger of interference by Russian plane 
As it is, Russian fighters have entered 
the U.S. air lane and “buzzed” the ai. 
lift flights. The Russians have mak 
trouble, too, by jamming the radio chap. 
nels used by the American planes, 

But, most important of all, the 20-mile 
air lane already is congested. Any great 
increase in traffic would bring danger 
with it, especially when flying conditions 
are bad. 

Weather. As autumn advances, good 
flying weather is expected to becom 
scarce, inevitably lessening the number of 
possible flights. Instrument landing, fo 
which the General’s planes are equipped 
becomes a necessity when the weath 
grows soupy, and arrivals and departure 
must be more widely spaced. 

Future requirements. The winter alu 
will bring an increase in Berlin’s needs 
As things stand, food and medical sup- 
plies are arriving in at least adequat 
quantities. The big bottleneck is coal 
Berlin imports nearly all its fuel. 

Coal is needed for many purposes. The 
most important of these is electric power 
Berlin authorities already have 
forced to curtail somewhat drastically the 
distribution of power to consumers and 
also have been forced to restrict street: 
transportation services, 

For lack of power, hundreds of Berlin 
factories have been forced to close. This 
means an increasing number of unet- 
ploved, perhaps 200,000 to 300,000 i 
the British and American sectors. For th 
present, the jobless are being given work 
clearing up war damage, but funds avail 
able for this purpose are limited. 

Coal also is needed for making att 
ficial gas, on which many Berlin house 
wives depend for their cooking. And, & 
colder weather comes along, it is essel 
tial, of course, for heating homes. 

The present coal requirement is figured 
at 800 tons daily. The best day’s deliven 
so far has been about 600 tons. A plano 
dumping coal from the air into the big 
Olympic stadium has been tried, with 
the idea that it would ease the strain 0 
landing - facilities. Apparently, howevel 
it has not worked too well. With colde 
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FOOD, FUEL, RAW MATERIALS a 


6,000 tons 


weather, General LeMay probably will 
be put to it to keep the spread between 
coal requirements and coal deliveries 
from increasing. 

Planes. At his disposal, General Le- 
May has about 50 four-engine C-54s, 
which carry LO tons each, and about 110 
two-engine C-47s, which carry only 2% 
tons. The C-54s make the trip from 
Frankfurt to Berlin and return in about 
three and one-quarter hours and_ the 
C-47s in about four and a half. 

Constant use is keeping about 35 per 
cent of the planes on the ground for 
repair and overhaul. But about 200 addi- 
tial C-54s now are to be diverted to 
the Berlin run to replace the smaller 
C-47s. 

Calmly doing what he can about the 
Berlin situation, General LeMay, mean- 
while, has another job on his hands. 

Warplanes. Sixty B-29 bombing 
planes were flown to England recently. 
A smaller force of jet-propelled fighters 
was added. This is to form the nucleus 
of an American striking force in Europe. 
General LeMay must oversee its train- 
ing and keep it ready for any emergency. 

The force is in Europe to serve as a re- 
straint on Russia and to be ready to 
strike if trouble comes. 

Wartime general. General LeMay, 
41, chunky, black haired, laconic, knows 
all about how to use these planes. It was 
he, as much perhaps as anyone, who 
through pioneering experiments worked 
out the methods by which big bombers 
were used against Germany and Japan. 

Commanding a force of B-17s in Eu- 
‘ope in 1942, he was dissatisfied with 
the results of their raids on Germany. 
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Approaching the target, he discovered, 
the pilots would dodge antiaircraft fire, 
with the result that bombing aims were 
spoiled. He ordered that, in the last few 
minutes before reaching the target, the 
planes must go straight in, regardless of 
ground fire. Then, with icy courage, he 
piloted the lead plane of the next raid- 
ing group to show how it was done. 
Bombing precision increased noticeably. 

Later, in command of heavy bombing 
in the Pacific, he revolutionized B-29 
tactics by ordering the planes to go in 
over Japanese cities from low altitudes. 
He had noticed that Japanese antiaircraft 
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fire was much less effective against low- 
flying planes. And he also was cannily 
taking advantage of the fact that Japa- 
nese fighter-plane resistance was rapidly 
diminishing. The results were devastating 
for Japan. It was under his direction also 
that atomic bombs were dropped on 
Hiroshima and Nagasaki. : 

A thoroughgoing airman, General 
LeMay also put aircraft maintenance on 
a new basis in the Pacific. He put repair 
work virtually on assembly lines, with 
the consequence that the proportion of 
planes ready for the air at any time was 
greatly increased. 

The General is Ohio born and not a 
West Pointer. He left college in his 
senior year to become an aviation cadet. 

Despite his hard-boiled, driving tactics, 
he is a quiet man. He talks little and then 
says only what is necessary to make his 
meaning clear. His voice is never raised 
above a conversational tone. He thinks 
his problems through, and devotes him- 
self entirely to technical and_ tactical 
questions. 

Other generals in Germany, including 
General Lucius D. Clay, U.S. Military 
Governor, have been criticized for inter- 
ference in decisions of a purely political 
nature, decisions involving policy toward 
Russia and Germany. But, says General 
LeMay, “political aspects aren’t my con- 
cern,” which is about as lengthy a state- 
ment as he usually makes. 

So he is devoting himself to the Berlin 
air lift and to his growing group of war- 
planes. If the U. S. manages to hang on in 
Berlin, as the policy makers have ordered, 
it will be General LeMay who makes it 
possible. 
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Special Report 


TASK OF LIMITING MONEY SUPPLY 


Fear That Control Moves Might Lead to Bust 


A huge and growing supply of 
money is the root of the inflation 
problem. How to control it with- 
out turning the boom into a bust 
is causing official worry. 

Higher interest rates, increased 
bank reserves and tighter mort- 
gage credit are proposed. But all 
involve risks that Government 
may not want to take. 

Problem will still be around if 
Mr. Dewey takes over in 1949. 


Money, its use and how to regulate 
that use, is to come in for more atten- 
tion as the heart of the continuing 
problem of inflation. A superabundant 
supply of money is providing the fuel 
on which inflation feeds. 

Supply of money, of dollars in the 
hands of individuals and businesses, is 
rising again after a modest decline earlier 
in the year. And money use—the speed 
with which money is spent and respent— 
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standing importance in National Affairs) 


still is rising rapidly. Money supply two 
years ago—then $164,000,000,000—was 
turning over 1.24 times a year. Now, the 
turnover of money is up to a rate of 1.49 
times a year. That has about the same 
effect as adding $41,000,000,000 to the 
money supply, although the actual sup- 
ply of money is up only slightly. 

Here, really, is the inflation problem— 
control of what is done with money. 
Sooner or later, something is to be done 
to bring money and credit under control. 
That may be one of the first problems to 
face the next President—whether he turns 
out to be Republican or Democrat. 

The situation that is causing worry 
is this: Total money supply in mid-1940 
was $66,200,000,000. By 
1947, it grew to $170,000,000,000. A 
slight decline early this year was reversed 
in April. Now, the total is $165,600,000,- 
000. For every $1 in the hands of indi- 
viduals and businesses in 1940, there now 
is $2.50. And most of the money held by 
the public is in active forms. It is money 
that can be spent quickly and easily. 

Demand deposits—checking accounts 
in banks—now total $83,200,000,000. In 
1940, the public held $32,000,000,000 in 
demand deposits. This is an increase of 
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160 per cent in money that people and 
firms hold in banks for spending. 

Currency outside banks amounts 
$25,400,000,000, In 1940, business and 
individuals were passing around onh 
$6,700,000,000 in cash. ; 

Together, demand deposits and cash 
outside banks add up to nearly thre 
times as much money as individuals and 
businesses held ready to spend in 1940, 
That increase in active money helps to ex. 
plain the ability of consumers to buy al 
kinds of goods and services at record 
prices, and the readiness of business and 
industry to build high-cost inventories t 
record levels. It helps to explain, too, the 
upward demand that has pushed com 
modity prices to all-time highs. 

Time deposits—savings accounts—add 
$57,000,000,000 to the total amount of 
money that persons and firms can spend 
if the need arises. In 1940, time deposit 
added only $27,500,000,000 to the total 

The problem that now is worrying 
financial experts in both business an 
Government is that the trend is up agai 
in money supply, with the prospect that 
still more money will add more fuel t 
inflation, A look at the factors that de 
termine the abundance, or scarcity, of 
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».. whether the next Administration is Republican or Democratic—the problem is still the same 
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money shows why the supply is rising. 

Bank loans are due to rise at a faster 
rate. Altogether, bank loans probably 
will increase at least $3,000,000,000 by 
the end of December, from the record 
level of $44,600,000,000 at the end of 
May. That means a $3,000,000,000 rise 
in money available for spending and re- 
spending for goods and services. 

Business loans, which leveled off 
earlier this year, are to rise to a new high 
by the end of 1948. Commodity prices 
till are rising. So, too, is production. In 
order to handle the larger dollar volume 
of business that results, more and larger 
hank loans are to be used. 

Mortgage loans also are in a rising 
trend. Real estate loans of insured com- 
mercial banks doubled between the end 
of the war and the start of this year. And, 
so far in this record building year, real 
estate loans are continuing to expand. 
The rise in these loans, however, is to 
be slowed somewhat by the lapse of 
Title 6—the easiest-money part of the 
Government’s program of underwriting 
building loans. 

Consumer loans, too, are expected to 
go on rising steadily. Consumer credit 
already is at a record total of nearly $14,- 
000,000,000. The rise since a year ago 
has been 25 per cent. And the one-year 
rise in the installment-credit part of the 
total has been nearly 50 per cent. Now, 
with further increases expected in sales 
of consumer durable products and in 
prices, consumer loans are to continue 
their steady rise. 

Gold inflow, which seemed to be 
ending a short time ago, is expected to 
amount to about $700,000,000 between 
May and December of this year. This 
means a direct increase in money supply. 
And it means an increase in bank re- 
serves that can permit an additional in- 
crease in money supply by several times 
$700,000,000. The gold inflow is con- 
tinuing despite the billions of dollars of 
aid being sent abroad. Other countries 
still are having to pay gold for a part of 
the goods they want from the U. S. 

Treasury deposits in banks are to 
drop considerably between now and De- 
cember, probably by about $1,700,000,- 
000. And much of that decline will go to 
swell the bank deposits of individuals and 
businesses. What is happening is that the 
Treasury is swinging over into the red, 
from its surplus operations earlier this 
year. (See page 50.) As a result, Gov- 
emment will pay out more money than 
it takes in. That means an addition to 
the money supply in the hands of busi- 
ness and individuals. 

Those are the main factors that are 
likely to increase the money supply dur- 
ing the rest of 1948. 

Other factors are not expected to 
make much difference in the money sup- 
ply in the period just ahead. 

Government debt in the hands of 
Federal Reserve Banks is not to decline 
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SWEDISH MODERN-- ALTHOUGH FOUNDED 

NEARLY 1,000 YEARS AGO, STOCKHOLM CONTAINS 

SOME OF THE WORLD'S MOST MODERN 

ARCHITECTURE. THE STYLE OF THESE 

PUBLIC BUILDINGS HAS BEEN ADOPTED By 
MANY CITIES. 
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MARCA REGISTRAOA 
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Forget your traditional ideas about type-setting and let 
Vari-Typer with its 300 instantly-changeable, modern, type 
faces make your typist a competent typographer. In the short 
time she would take for ordinary typing, she will turn out crisp 
reproduction copy in appropriate type faces with squared right 
and left margins ready for duplication by offset, mimeograph, 
hectograph, blueprint or stencil machine. 

Dollar for dollar, Vari-Typer pays the highest return of any 
piece of office equipment you can buy. Catalogs, sales liter- 
ature, house organs and charts are only a few of the many 
uses you will find for this type-composing machine. 


Haye 
= Write today, on your company letterhead, €: 
for our free illustrated booklet No. 17, j 


which tells how Vari-Typer eliminates j 
proof-reading as well as type-composing costs. 


THE ABOVE TEXT WAS VARI-TYPED., 


RALPH C. COXHEAD CORP. 


Offices in Principal Cities 


333 Avenue of the Americas, New York 14, N.Y, 
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Special Report 


much for a time. In the six months just 
ended, the Treasury retired Governmen; 
securities held in Federal Reserve Banks 
by paying them off with money collected 
in taxes. The effect was to draw down the 
bank deposits and cash of taxpayers, with. 
out increasing money supply elsewhere. 
In the period of deficit operations that js 
coming, the Treasury will not have the 
surplus to cut down the money supply jn 
that way. Instead, Federal Reserve Banks 
may have to buy more Government secy- 
rities in order to keep an orderly market 
for those securities. That action would 
increase bank reserves, and thus add to 
the amounts that banks could lend. 
Total effect of these developments 
probably will be to increase the money 
supply by about $4,800,000,000, to a 
record total of $170,400,000,000, by the 
end of December. Result can be further 
expansion in spending, and a further rise 
in the pressure for price increases. 
What can be done to slow down the 
rise in money supply is a question that 
is bothering the Administration, and Re- 
publicans who are expecting to take over 





—— 


‘in January. A change in Administra. 


tion, if it occurs, is not to wipe out 
that problem. In fact, a Republican Ad- 
ministration probably would be more 
willing to fight inflation by means of 
restrictions on money and credit than 
by any other means. 

Any Administration, however, is like- 
ly to proceed slowly with plans to restrict 
credit. The experiences of 1921-22 and 
1936-38 show that any sudden tightening 
of credit can bring a downturn in busi- 
ness generally. Any moves that could 
bring such a turn are to be regarded with 
extreme caution by the Administration in 
an election year. 

The means of holding down a further 
rise in bank credit, moreover, are limited. 

Interest rates probably will be per- 
mitted to rise, sooner or later. The price 
at which money can be _ borrowed, in 
other words, is to be allowed to go up- 
now that nearly everything else is up in 
price. That move could discourage bor- 
rowing. 

Bank reserves, in time, are likely to 
return to closer control by the Federal 
Reserve Board. Commercial banks may 
be required to hold a larger proportion 
of their deposits in reserve, instead of 
lending or investing them. Right now, 
those reserve requirements are at or neal 
the top level allowed by law. And the 
cost of borrowing more reserve funds 
can be increased by an advance in the 
discount rate of the Reserve Banks. That 
step would fit, too, with a general rise 
in interest rates. 

Gold backing of the dollar might be 
increased, as a gesture. Actually, the 
gold on hand is ample to permit a 
enormous expansion in Federal Reserve 
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jotes and deposits, even with any mod- 
sate increase in gold-backing require- 
ments. 

Stricter examinations for banks by 
Federal Reserve examiners also may be 
undertaken again. That stricter attitude 
was adopted earlier this year. Then po- 
litical considerations entered the picture. 
The Administration did not want to risk 
upsetting the business boom. 

Those are the major steps by which 
hank credit generally may be brought un- 
der closer control. In addition, there are 
gme selective remedies that are to be 
considered for particular kinds of credit. 

Mortgage credit may be tightened by 
Congress. Low interest rates and easy- 
payment terms for borrowers who want 
io build or buy a house are blamed for 
much of the record rise in building costs 
and prices of houses. Those easy terms 
are the result of Government insurance 
programs for home loans. Now, there is 








—Dowling in New York Herald-Tribune. 
‘THAT'S HOW HE GOT 
HURT THE LAST TIME’ 


atendency of mortgage credit to tighten 
up, partly as a result of the lapse of the 
Government’s Title 6 loans. Congress 
may allow that tendency to continue. 

Consumer-credit controls are being 
studied again, too.,But requirements of 
larger down payments and shorter periods 
in which to pay for new cars, refrigera- 
tors and other durable goods are not 
looked on with favor by Congress. 

Most likely steps to be taken in any 
elort to limit the supply of money are a 
se in interest rates, an expansion of 
controls over bank reserves, and a tight- 
ening of mortgage credit. And, even on 
these, the risk of turning the business 
tom into a bust may forestall action. In 
the end, banks themselves may be given 
ore power, may be trusted to apply the 
brakes to credit expansion and the rise 
Money supply. 
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Thudding hoofs pound a stirring 
accompaniment to the roar of the 
throng as the field thunders down 
the stretch to the finish. Strong 
hands, steady nerves, and experience 
guide the winner home. 

Holding tight reins behind power- 
ful, high-strung trotters and pacers 
is definitely a game for grizzled vet- 
erans. Years in the sulky teach the 
secret of driving “short miles.” Skill 
at rating a horse along to get max- 
imum performance in every heat is 
acquired only in competition. 


Experience also is the key to the 


Reduction Gear 


Alfrer: 


AULIC DRIVES 
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proper control and transmission of 
mechanical horsepower. In this 
field, the Twin Disc Clutch Com- 
pany has accumulated 29 years of 
specialized experience. . .experience 
in designing, manufacturing, and 
applying Friction Clutches and Hy- 
draulic Drives. 

This cumulative experience of 
Twin Disc engineers is available to 
you. Ask for their recommenda- 
tions when selecting units to con- 
trol or transmit power on your par- 
ticular job. 


Twin Disc Crutcu Co., Racine, Wis. 
(Hydraulic Division, Rockford, Illinois) 


Power Take-off 


Machine Too! 
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RACE BETWEEN PAY AND PRICES 


A new race is on between 
wages and prices. Pay raises in 
steel and coal bring price rises all 
along the line. 

Coal provides a case history of 
what happens to an_ industry 
when a wage increase is granted. 
Labor costs are up 141 per cent 
since 1940. Material costs at the 
mines are higher. 

Coal prices, raised to offset 
added labor costs, bring price 
boosts to other industries. The 
spiral curves upward, onward. 


The wage-price spiral is twisting 
upward again. Pressure for higher 
prices on many consumer items now 
is supplied by wage increases in steel 
and coal. These wage increases have 
been translated into higher steel and 
coal prices, which, in turn, will add 
to the cost of producing and shipping 
goods. Another jump in freight rates 
may have to follow. 

Price rises just announced by United 
States Steel Corp. average $9.34 a ton 
for major steel products. The increases 
came shortly after the corporation had 
increased wages by 9 per cent, an aver- 
age of 13 cents an hour. The rise is the 
largest in the history of Big Steel. It pro- 
vides a pattern for rest of the industry. 

The steel increases followed the wage- 
price increases in soft coal. Price increases 
in coal and si: mean higher production 
costs to a large segment of industry in 
the country. It is postwar history repeat- 
ing itself, a story of wags pushing up 
prices as they did after the first and 
second rounds of wage increases. 

Coal provides an example of what 
happens to a large industry after wages 
are increased. Labor costs per ton of soft 
coal, as shown in the chart on this page, 
have risen from $1.272 in 1940 to $3.063 
since the 1948 wage settlement. This is 
an increase of 141 per cent. Figures used 
in the chart are estimates of average costs. 
Also shown is a list of the items that go to 
make up the total labor cost. 

The upward turn in the wage-price 
spiral comes about in this way: 

Wages of coal miners recently were 
raised $1 a day, bringing the wage cost 
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Cost Increases as Result of Coal Raise d 

als 

. So 

per ton of coal to $2.695, an increase of gets vacation pay of $100 a year, which & fro 
19.2 cents a ton above the 1947 average adds 6.8 cents a ton to the labor jl) | 
of $2.503. This is an increase of $1.509 compared with 1940. wh 
over 1940. Cost then was $1.186 a ton Pay-roll taxes and insurance cog § als 
for wages. now add 10 cents a ton to labor costs, & pri 
However, the wage increase won by against 8.6 cents a ton in 1940. to 


All of these items make up the $3,063 
in labor costs for each ton of coal mined & by 
an increase of about 29 cents a ton from & hig 
1947. However, other costs contribute ty) I mei 
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John L. Lewis was only part of the story. 
The welfare fund for miners has 
added to coal-production costs. There 
was no welfare royalty in 1940, but the 
operators now pay a royalty of 20 cents a 
ton into the welfare fund, an increase of 
10 cents above last year’s royalty. 
Vacation pay also has come into the 
cost picture since 1940. The miner now 


higher coal prices at the mine. 
Material costs, power costs and othe; 
expenses also have increased. The highe; 
coal prices in themselves are indirecth 
responsible for increasing the coal ope: 
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tors costs. He pays more for steel and 
ither materials used around the mine be- 
«use higher coal prices have helped to 
force Up production costs of these items. 





Prices at the mine have been raised — 


by 50 cents to $1 a ton above 1947 prices. 
This includes the estimated 29-cent rise 
in labor costs plus the other higher costs 
of operation. A wider margin of profit 
aso may be included in some cases. 
saft-coal prices at the mine now vary 
fom about $2.25 a ton to $8.50 a ton. 

freight costs from the mine to the 
wholesaler and then to the retail outlet 
nce costs f also are higher, due partly to the higher 
bor costs, prices the railroads pay for their coal 
: to fire the locomotives. 

he $3.06} & Retail prices of coal also are affected 
val mined |B by a variety of added costs, such as 
ton from fp higher wages for truck drivers, sales- 
itribute to [E men, clerks. Commercial rents also are 
up, as are truck tires and gasoline and 
the replacement costs of equipment. Re- 
tail prices of soft coal in 21 cities aver- 
aged $15.11 per ton last May. This com- 
pares with $8.60 a ton in 1940, Prices 
ince the wage settlement rose to an esti- 
mated average of $16 a ton at retail. 

Profits, too, have increased for mine 
operators, wholesalers and retail coal 
merchants. Demand for coal is heavy, at 
just about any price that is charged. 

That is the way the prices have fol- 
lowed wages in the coal industry. The 
same sort of thing is happening in other 
industries as a result of third-round pay 
increases NOW spreading. 

End of the spiral is not yet in sight 
for most industries. Higher coal and 
steel costs will force up operating ex- 
‘penses of railroads. The roads, in turn, 
will expect higher freight rates, which 
again will boost the operating costs of 
other industries, 

Exceptions to the price trend 
‘showing up occasionally, however. A 
group of furniture manufacturers in- 
volved in a recent arbitration case re- 
ported that prices had declined about 
30 per cent from last year and that sales 
were down about 40 per cent. The arbi- 
trator took these factors into considera- 
tion in making a wage award. He gave a 
raise of 5 cents an hour, which he said 
was less than the amount due to com- 
pensate for the increased cost of living. 
The award pointed up a problem for the 
industry involved, however, since wages 
were allowed to go up despite the down- 
ward trend in sales and prices in this 
particular field. 


PEACE IN INDUSTRY 
AHEAD FOR A YEAR? 


Labor peace in most major’ industries 
‘ppears assured until the summer of 
1949, That is when most big wage con- 
tracts will expire. 

Steel, one of the last big holdouts 
‘ganst a third-round wage increase, now 
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joins in granting pay raises for another 
twelve months, Another general show- 
down on wages thus is postponed for a 
year. 

As a result, strikes in the months im- 
mediately ahead are not likely to be too 
troublesome to business. They will oc- 
cur from time to time, but most of them 
will be small and will be against individ- 
ual companies rather than large basic 
industries. 

Steel contracts are being revised by 
major producers in line with the pattern 
set by United States Steel Corp. and the 
CIO Steelworkers. In return for a pay 
raise averaging 13 cents an hour, the 
industry is getting longer production be- 
fore the next wage talks will take place. 
The old agreements were due to expire 


on April 30, 1949. The Steelworkers 
could have filed new wage demands 


then, backed by a strike threat. The ex- 
piration date, however, has been moved 
ahead to April 30, 1950, with one wage- 
clause reopening in July, 1949. 

The right to strike is being retained by 
the CIO union in connection with the 
wage reopening next year. When the 
Steelworkers filed pay demands last April, 
the contract prohibited strikes. This left 
the union powerless to act when the in- 
dustry, at first, turned down the demands. 
It was only after other unions won in- 
creases that the steel firms granted the 
raise. The union is permitted to negotiate 
on insurance plans as well as pay raises 
next July. If negotiations deadlock, the 
union can strike after July 15. 

Union-security clauses are to be ex- 
tended in the various steel contracts for 
a year beyond the April, 1949, deadline 
fixed in the old contract. The extension 
may take effect only if it meets require- 
ments of the Taft-Hartley Act. This 
means that the Steelworkers’ officers can 
comply with affidavit-filing requirements 
of the law before that time, and thus keep 
their present “maintenance of member- 
ship.” Under “maintenance of member- 
ship” union members are required to re- 
tain their membership, but other workers 
are not compelled to join the union. The 
Steelworkers currently are making a court 
test of the liw’s non-Communist affidavit 
section. 

Coal wages also probably are fixed 
until July, 1949. The soft-coal agree- 
ment runs until June 30. It contains a 
clause allowing either side to terminate 
the contract prior to that date by serving 
60 days’ notice, but this clause is not 
likely to be invoked unless there is a 
marked change in the cost-of-living 
trend. 

Auto producers seem to be assured of 
a year of production free of big strikes. 
The new agreement of the CIO United 
Auto Workers with the Ford Motor Co. 
expires July 15, 1949. It provides for a 
raise of 13 cents an hour plus 3% cents to 
be set aside by the company to improve 
its group-insurance program. UAW’s 
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reflecting a Barrer 
sales and profit 
‘picture 


Many a manufacturer’s sales and 
profit picture has taken a brighter 
glow since the advent of CMP’s 
new bright-annealed cold-rolled 
18-8 stainless steel. 


For the first time, this exclusive 
CMP development provides the 
steel fabricator with highly cor- 
rosion-resistant 18-8 and other 
chrome-nickel stainless steels, 
dead-soft for easy fabrication, yet 
with a lustrous, mirror-like finish 
that eliminates or reduces polish- 
ing and buffing. Costs are slashed; 
product usefulness and sales appeal 
increased. 


If you are using light-gauge stain- 
less strip steel in your product— 
or would like to use it—we’ll be 
pleased to send you a sample and 
complete information. 


LOW CARBON 

SPRING STEEL 
ALLOY GRADES 
STAINLESS 


“ 
the Cold Metal Products co. 


YOUNGSTOWN, O. 


NEW YORK ¢ CHICAGO e DETROIT 
ST. LOUIS * BUFFALO « INDIANAPOLIS 
LOS ANGELES ¢ SAN FRANCISCO 
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LIKE Va IN AN ALLEY 


AMERICA’S PLAN 
FOR INDUSTRIAL SAFETY 


Offers Industry Room for 


*& PROFITABLE PEACETIME 
PRODUCTION 


* MAXIMUM WARTIME 
PROTECTION 


America’s future safety de- 
pends upon the security of its 
industrial machinery. In Mis- 
sissippi industry has room to 
expand and grow with confi- 
dence. Mississippi's friendly 
communities offer ideal plant 
sites away from the congested 
“area targets.” Two of Missis- 
sippi’s major resources are 
vital assets to industry in both 
peace and war: 


e Access to the world’s 
largest fuel and energy 
reserves. 


* A reservoir of intelligent 
rural labor, willing and 
able to work. 


For specific information concern- 
ing your requirements write: 


MISSISSIPPI AGRICULTURAL 
& INDUSTRIAL BOARD 


New Capitol Bldg. — Jackson, Mississippi 
New York Office: 1001 Two Rector Street 

















UAW'S BANNON 
A walkout averted in ‘48... 


Ford director, Ken Bannon, had been 
empowered to call a strike if necessary. 
The walkout was averted for this year, 
but union officials indicated that John S. 
Bugas, Ford Motor Co. vice president in 
charge of labor relations, can expect 
UAW’s first wage move in 1949 to be 
against Ford. 

UAW’s contract with Chrysler Corp. 
can be opened on wages any time after 
June 15, 1949, but the union may delay 


until after a Ford showdown. The UAW 


agreement with General Motors Corp. 
bars strikes there until after May 29, 
1950. It provides for a 3-cent raise next 
May, however, and for automatic cost- 
of-living adjustments. 

Rubber agreements, for the most part, 
do not open up on wages until next June. 
CIO Rubber Workers probably will wait 
to see what happens in other industries. 

Electrical-equipment workers have 
more leeway in reopening contracts, but 
it is doubtful if the CIO Electrical Work- 
ers will act ahead of the other big indus- 
tries. 

Other industries, also, in many 
cases, have contracts that postpone the 
next big round of wage talks until the 
middle of 1949. There are some cases 
where an earlier showdown can be ex- 
pected, however. Meat packing now faces 
new wage demands from the CIO Pack- 
inghouse Workers, whose contracts ex- 
pire August 11 in some plants. A strike 
is unlikely, however, because of the fail- 
ure of the CIO walkout earlier this year. 
AFL Butchers’ Union is renewing its 
agreements without a wage increase, but 
retaining the right to file pay demands 
later. 

A few industries, such as railroads and 
shipping, are still negotiating on the 
third postwar round of wages. However, 








FORD‘S BUGAS 
... but what's the move in ‘49? 


most of the basic industries can look fy. 
ward to’ a year’s peace before the ney 
wage crisis. 


LEFT-WING UNIONS 
FACING PRESSURE 


The Government’s latest “red hunt 
can serve to stiffen the resistance agains 
Communists in labor unions. Indictmet 
of leading U.S. Communists on accus: 
tions that they have conspired to ove: 
throw the Government is bound to hav 
repercussions in unions where Commi 
nists are most active. 


In the CIO, the split beween left ani 


right-wing elements is due to be widene 
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WILLIAM Z. FOSTER 
In order to play up protests ..- 
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iItseems only a question of time until left- 
wing unions will be forced out of the 
g]0. When that time comes, CIO's right- 
wing unions are expected to absorb many 
cals now affiliated with the left-wing 


s. 

Misloyers are likely to find that right- 
wing CIO unions will step up their efforts 
take over bargaining contracts of left- 
istled groups. This will put employers in 
the middle of a two-union fight for sup- 

of their workers. 

Strikes on this issue of contract rights 
may increase. Right-wing unions, how- 
ever, are Winning more and more of these 
contests, since they can get bargaining 
fights through Labor Board elections. 
The leftists cannot get on the ballots, be- 
cause of failure to sign non-Communist 
affidavits. 

Strikes over wages, however, may be 
played down by left-wingers. They prob- 
ably will be too occupied with staging 
protests against the indictment of Com- 
munist Party Chairman William Z. Foster 
and other officials. The only union officer 
included in the first indictments is Irving 
Potash, manager of the CIO Furriers’ 
Joint Council in New York. However, 
other members of the party scattered 
through various labor unions now will 
have less time for union activities. They 
ae being ordered out for street demon- 
trations, and are being told to call pro- 
test meetings in the shops. 

Ouster of Communists from factory 
jobs where defense contracts are involved 
is likely to increase. Some workers have 
been transferred from defense plants, 
reportedly at Army direction. Loyalty 
purges of this sort may increase, now that 
the Justice Department is moving against 
Communist Partv members. 
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Perhaps the highest price a business pays 
...1S the price it pays for lack of it! 


lg YOUR BUSINESS is held back by 
a shortage of operating cash, it 
will pay you to investigate our 
liberal, low-cost Commercial Financ- 
ing Plan. From coast to coast, 
manufacturers and wholesalers who 
realized more operating cash would 
lead to sounder operations have 
used more than a billion dollars in 
the last 5 years under our plan. 


J bh 


An Oregon omp 
... your service advantageous.” 





y writes: 


“ce 


A Maryland manufacturer: © - your 
organization made substantial contribu- 


tions to our success.” 


An Illinois chemical company: “*. . . cost 


reasonable and insignificant compared to 
profits we were enabled to make.” 


A California steel company: “. . . your 
aid of immeasurable benefit to our ulti- 


ny? 


mate success in 1947. 


Find out how little money costs 
. .. how much more you can get... 
how long you can use it. Read how 
our plan relieves you of worry about 
renewals, calls and periodic clean- 
up of loans. Complete details are in 
our book, “‘A Better Way to Finance 
Your Business.”’ Fora copy, just write 
or phone the nearest Commercial 
Credit Corporation 
office listed below. 

A BETTER WAY 


TO FINANCE 
YOUR BUSINESS 


COMMERCIAL FINANCING DIVISIONS: 


BALTIMORE 2, NEW YORK 


17, CHICAGO 6, LOS ANGELES 14, 


SAN FRANCISCO 6, PORTLAND 5, ORE... and other offices in more than 


300 cities of the United States and Canada. 


COMMERCIAL CREDIT 
ey Va 


Capital a 


BALTI 


Zs 
id Surplus $ 
MORE 2. MO- 


80,000,000 











Finance Week 
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A HALT TO SURPLUSES 


Outlook for Excess of Spending in 194 


Treasury fears the Government 
is going into the red again. 

Even so, there probably will be 
enough money in the till to per- 
mit trimming the public debt a 
little in this fiscal year. 

More borrowing, higher debt 
may come in the fiscal year that 
begins in mid-1949. 

New tax relief on any broad 
scale is unlikely in 1949. 


From the U.S. Treasury comes a 
forecast that the Government is head- 
ing into the red again after two years 
in the black. 

This is the opinion now being ex- 
pressed by Treasury Secretary John 
W. Snyder, who blames the darken- 
ing fiscal outlook on the combination 
of tax reductions and rising expendi- 
tures. 

Mr. Snyder’s forecast is important, be- 
cause the federal budget outlock holds 
the key to questions affecting '»... whole 
economy. The budget determincs what, 
if any, new relief taxpayers can expect. 
It also determines whether the Treasury 
will borrow money or pay off past debt, 
and whether Government financing will 
be a factor for inflation or deflation. 

Here are the facts behind Mr. Snyder’s 

prediction: 

In the 1949 fiscal year, the year 
that began July 1, the official records 
may show a moderate surplus, some- 
where around $1,000,000,000. That sur- 
plus will be possible, however, only be- 
cause Congress ordered a bookkeeping 
shift of funds to make room for the tax 
cut that was voted last April. 

In that shift, the Treasury set aside 
$3,000,000,000 of the budget surplus 
for the fiscal year 1948, the year ended 
last June 30, to apply toward the first 
years operation of the European Re- 
covery Program. The idea was to make 
the budget results look better in the 
tight fiscal year 1949. 

However, on the basis of money that 
actually will be collected and spent dur- 
ing fiscal 1949, the Treasury is likely to 
wind up the year with a deficit of around 
$2,000,000,000. This was the basis used 
by Mr. Snyder in figuring the budget 
outlook. 
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EDWIN L. KILBY 
Public Debt Commissioner 


With a deticit of $2,000,000,000, fig- 
ured on this basis, the Government 
would be $10,400,000,000 worse off 
than in the 1948 fiscal year, which closed 
June 30. In that year, making no allow- 
ance for the ERP set-aside of $3,000,- 
000,000, the Government had a record 
budget surplus of $8,400,000,000. 

In the year before that, the fiscal year 
1947, the Government had a_ budget 
surplus of $754,000,000. 

So far, then, the postwar _ fiscal 
years have produced surpluses totaling 
$9,154,000,000. That figure is likely to 
be trimmed down to the neighborhood 
of $7,000,000,000 by the end of the cur- 
rent fiscal year. 

In the fiscal year 1950, the year 
beginning July 1, 1949, another budget 
deficit is a strong prospect. 

Spending then is likely to be as high 
as in the current fiscal year, and may be 
higher. Federal income probably will be 
no greater, and it could be* considerably 
less than in this fiscal year. 

In both years, the budget outlook is 
related both to the business situation 
in this country and the possibility of war 
abroad. 

A business setback could run up the 
cost of such programs as aid to veterans, 
public works and farm aid. Also, it would 
cut down revenues, as there would be 
less income to tax. 

A turn for the worse in relations with 





Ey 





Russia could cause defense spending 
rise sharply. Even without such a typ 
military costs are likely to be in a gisigy 
trend for at least two years. Big-scale fy 
eign aid is promised for four years, 

As matters now stand, even with pm 
perity and no new troubles abroad, it ap 
pears that a $40,060,000,000 Goven, 
ment is to be about standard in the yey 
immediately ahead. 

The public debt. This budget q. 
look raises the possibility that the Gy. 
ernment, after paying off debt at a stex) 
clip since 1946, may be forced to stay 
borrowing again. 

Chances are that, in the current fis) 
year, debt retirement can proceed on 
moderate scale. This is because th 
Treasury will be able to use part of th 
cash balance of $4,900,000,000 it had j 
the till when the last fiscal year ende 
on June 30. 

By the fiscal year beginning July | 
1949, however, the Treasury may hay 
scraped the bottom of the barrel. The 
the Government may have to start cre 
ing debt once more by borrowing fw 
the public. 

The debt is geared to the federal buy 
et. Ups and downs in debt follow t 
deficits and surpluses on Treasury book 

Before the war, as the Covergrw 
shows, the Government ran a string ¢ 








SO 


deficits in the 11 fiscal years 193]4 
totaling $34,500,000,000, The debt inf 
creased by about the same amount, al 
stood at $49,000,000,000 on June dip 
1941. j 

During the war, between the fis 
vears 1942 and 1946, deficits totaled i 
record $205,000,000,000. Debt increase 
even more, as the Treasury overborrovel 
in its Victory Loan Drive. At one poitt 
Public Debt Commissioner Edwin L 
Kilby chalked up a debt of $279,000,00), 
000. The Treasury started trimming th 
down in 1946. 

Since the war, the Government li 
been running surpluses again. In t 
three fiscal years 1947 through 1 
those surpluses now are estimated ¢ 
$7,000,000,000. The Treasury's ett 
money, both from its budget  surplis 
and from the excess amounts in its 
balance, is being applied on the det 
By June 30, 1949, Mr. Kilby’s book 
may show a debt of only a little 
$250,000,000,000. 

Taxes. New tax relief on a bmi 
scale does not now appear to be int 
cards for 1949. Until the Governmelt) 
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ble to make substantial cuts in spend- 
ing, Congress probably will not want to 
ke a chance on any more general tax 
cuts. 

About the most to be expected in 1949 
<q start toward the long-discussed over- 
hauling of tax laws. This probably will be 
wnfined to administrative changes that 
will cost but little in Treasury revenue. 

inflation. In the months immediately 
shead, Government financing is likely to 
be inflationary. At least until next Janu- 
ny, the Treasury is expected to be spend- 
ing more money than it collects from tax- 
payers. The effect will be to feed the 
pending stream. Then, during early 
1949, that may be reversed, with Treas- 
wy operations putting a drain on the 
money supply. That will be the period of 
big tax collections. 

In the last year, the excess of federal 
income over outgo has been one of the 
strongest weapons the Government has 
had in fighting inflation. It is the prospect 
of losing that weapon that bothers Mr. 
Snyder. 


MOVES TO PAY 
DEFAULTED BONDS 


Latin-American countries, one by one, 
are working out deals with U.S. bond- 
holders by which payments will be re- 
sumed on most of the $1,500,000,000 of 
Latin-American bonds once in default. 

By these deals, the debtor countries 
are getting sharp reductions in interest 
rates, which originally ran as high as 8 
per cent. 

At the same time, they hope to raise 
their credit ratings in this country. They 
need more dollars to expand industry, to 


build roads and irrigation projects and 
to develop natural resources. 

This Government, through the Ex- 
port-Import Bank, has $500,000,000 to 
lend to Latin-American countries. Wil- 
liam McChesney Martin, Jr., Chairman 
of the Bank, is studying the credit rec- 
ords of these countries. 

These records also are getting the at- 
tention of the International Bank, which 
has some money that could be loaned to 
its Latin-American member countries. 

Latest deals, now awaiting final ap- 
proval, involve four important countries. 

Bolivia hopes to resume payments on 
$56,278,000 worth of bonds held by 
U.S. investors. These bonds have been 
in default since 1930. 

Chile is about to issue new bonds to 
replace about $131,000,000 worth of 
bonds held in this country. 

Colombia worked out a tentative deal 
last year to offer reduced rates of interest 
to holders of about $75,000,000 worth 
of bonds in this country. Formal offers 
to bondholders are expected in a few 
months. 

Peru has made an offer to U.S. bond- 
holders covering about $80,000,000 
worth of bonds defaulted more than 16 
years ago. 

Other countries in Latin America, 
except for Ecuador and Costa Rica, 
either have retired their debts or else 
are making payments under deals al- 
ready agreed to by bondholders. 

Ecuador has $12,000,000 of bonds 
outstanding that have been in default 
for more than 30 years. The Government 
of President-elect Galo Plaza is expected 
to seek a settlement. 

Costa Rica suspended payments on her 
$8,000,000 worth of bonds in 1941. The 





—Black Star 
EXPORT-IMPORT’S MARTIN 
... it’s all in the record 


Costa Rican Government is having seri- 
ous financial difficulties, and no settle- 
ment of these bonds is to be expected 
immediately. 

Requests for loans out of the $500,- 
000,000 that the Export-Import Bank 
has available for Latin-American coun- 
tries will be considered against this rec- 
ord. What the record shows is that near- 
ly all the countries that got into trouble 
on their bonds have settled with their 
bondholders or else are trying to work 
out a settlement. 











—Harris & Ewing 

THE FIRST ANNUAL MEETING of the Advisory Council of the International Bank for Reconstruction and Development in 
Washington. Left to right: Leon Jouhaux, France; Lionel C. Robbins, United Kingdom; Pedro Beltran, Peru; S. K. Alfred 
Sze, China; Sir Arthur Salter, United Kingdom, chairman; Edward E. Brown, United States; R. Dickson Harkness, Canada; 
Sir C. V. Raman, India; Michal Kalecki, Poland. Herbert Hoover, also a member, was ill and could not attend. 
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INDICATORS OF BUSINESS ACTIVITY 


Prices have passed their 1920 peak 
and are the highest since the Revo- 
lutionary War. 

Wholesale prices rose to 168.9 on 
the Bureau of Labor Statistics index 
for the week ended July 17, against 
166.8 the previous week, 167.2 in 
May, 1920, and a peak estimated at 
178 in the year 1779. 

Food prices jumped 3.2 per cent in a 
week. Meat prices rose 7. 

Industrial goods climbed to 150.4, 
highest since 1920. Iron and steel, 
autos, farm machinery, building 
materials and fuels were higher. 

Steel prices were increased about 11 
per cent by United States Steel 
Corp. on July 21. The increase, still 
not reflected in the wholesale-price 
index, amounts to about a half cent 
per pound. It adds about $17 to the 
cost of making an auto, $40 to a 
turret lathe, $8 to a tractor, $1 to 
a piano or refrigerator. 

Wages of manufacturing workers rose 
to $1.32 an hour in June, a new 
record and the sharpest rise since 
June, 1947. Increases recently an- 
nounced by steel companies and the 
Ford Motor Co. are still not re- 
flected in June figures. 

U. S. personal income is reaching to- 
ward a new high level. It rose to 
$208,100,000,000 per year in May, 
less than 1 per cent below the Janu- 
ary peak. Wage gains since May 
will swell the total. 

The cost of living jumped to a record 
171.7 on the Bureau of Labor Sta- 
tistics index on June 15, up 0.7 per 
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cent from May 15. Retail food 
prices, led by meat, rose 1.5 per 
cent. Fuel, housefurnishings and 
rent gained. 

A further rise in the cost of living 
July 15 is indicated by gains in 
wholesale prices since June 15. 

Purchasing power of income gains is 
being offset by the rise in prices. 
Since 1939, real income after taxes 
has shrunk 48 per cent for the per- 
son receiving bond interest, 32 per 
cent for retired .Federal Govern- 
ment workers, 21 per cent for em- 
ployes of insurance companies, 5 
per cent for schoolteachers. 


Stock prices fell 5 per cent on the 


Dow-Jones industrial average be- 
tween July 15 and 19, then rallied, 
The drop apparently resulted from 
the latest war scare. National in- 
come and Government spending for 
defense and foreign aid, shown in 
the top chart, would rise in case of 
war, but corporate profits, now at 
record levels, would be cut by ex- 
cess-profits taxes. 

Business activity gives no sign yet 
that demand is drying up. 

Bank loans to business rose $78,000,- 
000 in the week ended July 14 and 
were $368,000,000 above June 2. 

Department-store sales, down to 315 
on the indicator below in the week 
ended July 17 were still above the 
June high of 311. 

Production is rising slowly as major 
strikes are avoided. 


. Steel operations were scheduled at 


93.1 per cent of capacity in the 
week ended July 24, compared 
with 90.8 the previous week. 

Industry produced at a rate of 192 per 
cent of 1935-39 on the Federal 
Reserve index in June, compared 
with 191 in May and 194 at the 
postwar peak in February. No new 
soft spots appeared. 

Prices, though rising steadily on off- 
cial averages, are not rising on as 
broad a scale as late in 1947. Gains 
are concentrated now in _ meat, 
metals and metal products, build- 
ing materials and fuels. Within 
these groups, however, inflationary 
pressures are still intense. 
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. the Return of the draft is going to call for 

‘S , large number of officers to train the 
llied draftees. Pressure already is being put 
mu reserve Officers, particularly Army 


re: yeterans, to come back for further serv- 
g for ie, This raises questions of whether 
vn in those having reserve status can be forced 
se of 9 return, and, if so, on what basis. 
a Other questions deal with what steps 
Vy exe would have to be taken to call up re- 
grvists for full-time service. 
a yet Meanwhile, many persons in the re- 
” grves are asking about their’ new rights 
000.- after retirement. Provisions have just been 
‘ae made for both officers and enlisted men 
7 in the reserves to draw retirement pay 
0 315 after acquiring a certain number of cred- 
ail its for service of 20 years or more. But 
i a ppecific requirements must be met before 
sili this retirement pay can be drawn. 
a first, can the services call back their 
reserves? 
ed Ps No. The armed forces cannot now call 
dl ‘ r into active service reserve officers and en- 
an listed men, without their consent. Under 
12. per present law, they can call reservists for 15 
dal days of duty a year, but no more. 
— Can the President call up reservists? 
: = For the most part, the President cannot 


call reservists to active duty under present 
conditions. He probably could call naval 
n offi- ; : : 
reservists to active duty after a presi- 
; ‘dential declaration of a new national 
Gains : 1j catia, Mex 0 
ental -emergency. But direct action by Con- 
build. gress, would be necessary to recall mem- 
bers of the Army and Air Force reserves. 
| The new Selective Service Act, however, 
does authorize the President to call for 
21 months’ active service a small group 
of reservists who have less than 90 
days of active service and who joined 
the reserves after approval of the draft 
law on June 24, 
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How could Congress return reservists 
to duty? 

Several ways are possible. One way is to 
amend the new draft law so as to make 
reservists liable for active service when 
needed. Another way is for Congress to 
declare that a new national emergency 
exists. That would automatically make 
officers as well as enlisted men of all re- 
serves subject to call to active duty. 












What is the status of officers on in- 
active duty? 

After the war, many officers were placed 
® inactive duty, instead of being re- 
leased outright, and did not formally sign 
up for the reserves, Legislation probably 
Would have to be passed, making them 
lable for recall, before they could be 
ordered back to active service. 
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WHAT SERVICE IS REQUIRED OF RESERVISTS 


What about the National Guard? 
The President can call the National 
Guard into federal service only during a 
national emergency or in time of war. 
Thus, he could declare an emergency and 
call out Guard units without approval of 
Congress. Otherwise, no members of the 
National Guard could be called into 
federal service under the new draft act 
unless the governors of their States con- 
sented. 


Are reserve officers being asked to 
return? 
Many officers of the Army Reserve have 
been asked if they are willing to return 
to active service. Similar letters have 
been sent to some officers of the Navy 
and Air Force reserves. Some have re- 
plied, yes. But, if the Arm: cannot get 
from reserve ranks and from other sources 
enough officers to train draftees, then 
Congress probably will be asked to make 
it possible to recall other reserve officers. 


What ranks do those returning get? 
For the most part, reserve officers volun- 
teering for further active service go back 
with the same rank that they held when 
they left active duty. The greatest need 
for officers to train the draftees is in the 
ranks of lieutenants, captains and majors. 
The Army recently extended indefinitely 
the old deadline under which officer vet- 
erans can join reserve units and retain 
their old ranks. 


What about reserve doctors? 

Reserve doctors, dentists and other medi- 
cal personnel are in the same status as 
other reservists. That is, thev usually 
cannot be called into active service with- 
out special action by Congress. Further- 
more, doctors and dentists cannot be 
drafted under present law if they are over 
25 years of age or are war veterans. That 
means that very few will be required to 
serve, under present conditions, except 
on a voluntary basis. If enough are not 
obtained to take care of the draftees, 
Congress also may be asked to pass legis- 
lation to provide more doctors and den- 
tists for the Army. 


Even though reservists cannot as a rule 
be called into active service at this time, 
they are offered certain retirement bene- 
fits. This retirement system was ap- 
proved by Congress last month. 


Who can get retirement pay as re- 
servist? 

Both officers and enlisted men of active 

reserve units can get a pension at the 

age of 60 if they have acquired enough 

credits, or points, over a period of 20 or 


more years’ service. If a reservist accu- 
mulates enough points before the age of 
60, he can discontinue active reserve 
service and get his pension when he 
reaches that age. Or he can continue to 
serve and to increase the total points on 
which the amount of his retirement pay 


will be based. 


Can members of the National Guard 

get retirement pay, too? 
Yes. This new system also applies for 
officers and enlisted men in the Na- 
tional Guard. They can acquire retire- 
ment-pay points on the same basis as 
members of the Army, Navy and Air 
Force reserves. 


How are points acquired? 

A reservist gets 15 points a year for mem- 
bership in a reserve unit, other than in- 
active reserve, and one point for each 
drill or instruction period attended. An 
additional point is given for each day on 
training duty, such as at camp or on a 
cruise. In each year in the reserve that is 
to count toward retirement pay he must 
accumulate 50 points. The maximum 
credit for reserve duty is 60 points a year. 
In addition, a reservist gets one point 
for each day spent on active service in 
the armed forces. 


How much is retirement pay? 

The amount varies according to the num- 
ber of points acquired. A formula is used 
to translate these points into an equiva- 
lent number of years of active service. 
A reservist’s pension is figured at 2% per 
cent of his base pay, at the highest rank 
that he held during his entire service, 
times the number of years of full-time 
service represented by his accumulated 
points. 


How are points for past service de- 
termined? 

For the period between the two World 
Wars, where the required point records 
are not available, reservists are assumed 
to have accumulated the 50 points a 
year. These older reservists also must 
have had active service during one of 
the World War periods to be eligible for 
retirement pensions. 


Retirement payments to reservists will 
be considerably smaller than for those 
retiring with pensions after full-time serv- 
ice in the armed forces. But the longer 
a reservist serves in the Army, Navy, or 
Air Force, the more retirement credits 
he will acquire. In addition, his rate of 
retirement pay increases when he gets 
a raise in pay on the basis of length of 
active service. 
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What could it save for you? Whether you 
employ 50 or 50,000, mechanized account- 
ing is the answer to today’s high cost of 
hand-figuring. After mechanizing with Na- 
tional Accounting Machines, firms of every 
size report savings up to 30%. These savings 


THE NATIONAL 


often pay for the whole National installa- 
tion in the first year. Thereafter, they run 
on year after year as a clear reduction in 
operating expense. Ask your local National 
representative to check your set-up and 
report specifically the savings you can expect. 


CASH REGISTER COMPANY, DAYTON 9, OHIO 
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CASH REGISTERS + ADDING MACHINES 
ACCOUNTING MACHINES 









Trend of American Business — 















































24th and N Streets, N.W. 
Washington, D.C. 


As Congress gets to work again, odds are against a flock of direct controls 
on business. Anti-inflation moves, if they show up at all at this session, will 
tend to take mild, indirect forms. 

Price control, on a mandatory basis, is not to be revived. 

Roll-back of prices will not be ordered by this session. Freeze of meat 
and steel prices by appeal to business might be tried, but it's doubtful. 

Allocations will continue on a voluntary basis. The Government already has 
the power to force allocations of steel and other materials to defense indus- 
tries, if needs are not met. But they will be met. 

Rationing is not in the cards. Rationing without price controls wouldn't 
work. Neither could be set up without a big administrative establishment. 

Wage controls? No. Not in an election year. 

Return to controls such as these is just not in the Republican scheme of 
things right now, before elections. Business is to be free to find its own 
level, work out its own adjustments. Boom is not going to be disturbed by any 
rude shocks from Washington, if the members of Congress have their way. 











But this session of Congress may take a closer look at credit controls. 

That's the field businessmen should watch most closely. 

Credit controls would be an indirect way of dampening inflation ardor, 
would be more acceptable than doing anything about prices or wages. 

Here are some of the things that could happen: 

Interest rates could be raised. Rate of interest on the Treasury financing 
in September will tell the story on that. It is going to be hard for Secretary 
Snyder to continue preSent money rates while Mr. Truman warns about inflation. 

Reserve requirements against bank deposits may be changed by Congress. The 
Federal Reserve will be plugging for that. It has just about exhausted its 
present powers to Sop up excess reserves of banks. 

Bank loans might be subjected to much closer scrutiny. 

But credit contraction isn't going to be easy to bring about. 

Treasury deficit financing, if that is really necessary, will have the 
effect of pumping money into the banks. 

Support of Treasury-bond prices, especially if interest rates harden, will 
make it easy for banks to Switch assets from investments into loans. 

Gold inflow into the country also will bolster bank deposits and reserves. 

All in all, it doesn't look as if credit conditions are going to tighten up 
either suddenly or drastically. Hope is that gestures now in the direction of 
controls will affect sentiment. 

Consumer-credit controls are unlikely to be revived at this session. But 
next year the story may be different, if the boom gathers further momentum. 





























Meanwhile, new waves of inflation are fanning out through the economy. 
Steel-price rise is basic. It will show up soon in price tags on thousands 
of products. Hardest hit will be construction and building, not so much houses 
as the big stuff--apartments, stores, factories, bridges. Also shipbuilding 
and rail-equipment costs will show sizable increases. 
Prices of durable goods won't be affected so much, at first. Thus, to 
7) cover the rise in steel, cars might go up 2 per cent in price; refrigerators and 
Stoves, maybe 2 per cent; houses, perhaps 4 per cent. These are direct effects. 
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TREND OF AMERICAN BUSINESS--(Continued) 





Indirect effects will be felt later when prices of machines, tools and the 
like will be raised to cover higher costs of steel that goes into them. 

Coal price, recently raised, has the same way of fanning out in its effects. 

Freight rates, soon to go up again, also must be reflected widely. 

Trend of these basic costs clearly points to higher prices for most indus- 
trial products. Most manufacturers are not going to be Slow about passing along 
cost increases aS theSe occur. They can't take chances any more. 











Piecemeal attempts to hold the price line have been failures. 

Big companies have been trying it on and off for almost two years. 

General Electric, International Harvester, Ford, U.S. Steel, General 
Motors, among others, have reduced prices of their products or kept prices 
Stable when competitors increased theirs. But mounting material and labor costs 
cannot be denied. Company after company is joining the higher-price procession, 

Most smaller companies have not tried to buck the trend, couldn't afford to 
take the risks involved. 

Upshot now is that virtually all companies are being sucked into the infla- 
tionary spiral. Trend bucking seems to be out for the duration. 








The business fabric, clearly, is getting stretched very taut. 

Production in most lines is at canacity levels. Most of the savings from a 
growing volume of production already have been realized. So mounting labor and 
material costs have to be passed along to the customer, if profit margins are 
not to be squeezed. And the public is getting more and more price conscious. 

Consumer's dollar buys less and less as prices climb. 

Current income, in many cases, now has to be Supplemented by borrowing or 
by dipping into savings. But the result still is record Spending. 

Third-round wage boosts will put more dollars in union workers' pockets. 

But don't forget that the raises went to only about 10,000,000 people. 
There are 50,000,000 other jobholders. Many of them are finding that their 
wages are left far behind in the race with prices. If they, too, can get their 
Share of the melon, more boom. If not, watch out. 

















There already is trouble in Some lines. 

The amusement industry is looking downhill. Box-office receipts are ina 
downtrend. Night clubs are hard hit, too. Entertainers’ salaries are being cut. 

Resort business this summer is not up to expectations. Vacationers are not 
throwing dollars around quite as freely as expected. 

Expensive hotels and restaurants in big cities could usSe more customers. 

Air-line passenger traffic is falling off. Many lines are losing money. 

Beauty shops and cleaners are finding many customers are taking care of 
their needs at home. Commercial laundries, too, feel this trend. 

All these are, in a sense, luxury industries. They are the first to feel 
any ebb in public spending. But their troubles breed caution in other lines. 

Purchasing agents for consumer goods are being told to take it easy, to 
insist on short-term deliveries. 

Department stores are watching their stocks closely. Over-all sales are 
Still high. But certain lines, such as expensive shoes, hosiery, clothing and 
perfumes, radios and vacuum cleaners, are "Sticky." 

Automobiles are still in great demand. But now you can get delivery on 
several of the higher and medium-priced cars within a reasonable time. 

Housing still is very tight. But older houses and higher-priced houses are 
not moving as fast as they once did. 

Even groceries and butcher shops show the trend. Butter and better cuts of 





























meat are not plentiful, but are plentiful enough to meet demand at high prices. 

What it all amounts to is this: People are trading down. They are buying 
fewer things and cheaper qualities whenever they can. Spending is at record 
levels, but price tags are daily becoming more important. 
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An artist might say, ‘‘Nothing’s wrong with it 
... it looks good to me.’? But no manufacturer 
would look at this picture without immediately 
seeing what’s wrong — No Railroad. 

No manufacturer can overlook efficient and 
dependable railroad transportation — vital when 
selecting a new plant site. 

The Norfolk and Western’s Precision Transporta- 
tion is a major industrial advantage in the Land of 
Plenty — the six great states served by this rail- 
road. Operating north, south, east and west with 
main line from the Atlantic Port of Norfolk to 
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Cincinnati and Columbus, the Norfolk and Western 
provides fast, dependable transportation for industry. 
This record of dependability has been earned... 
by modern operating methods and up-to-date equip- 
ment... by hand-in-hand cooperation with ship- 
pers ... by constant attention to details, and by 
the worker support of thousands of highly trained 
employees who take pride in the performance of 


their railroad. 

When you build your plant in the Land of Plenty, 
you can be assured of the right kind of transpor- 
tation — the Norfolk and Western’s Precision 
Transportation. 


ys 


RAILWAY 


Write for the helpful plant location booklet, ‘‘In- 
dustrial Opportunity in The Land of Plenty.’’ Address 
the Industrial and Agricultural Department, Box U-108, 
Norfolk and Western Railway, Roanoke, Va. This 
department is staffed by plant location specialists ready 
to provide you with any information you may require 
about the Land of Plenty —in strictest confidence. 
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Amazing LAWN 


IMPROVEMENT 


from Fall-Planted Perennial Grass 


If you want a “show place” lawn just write 
us and receive FREE information about 
DRUMCLIFF Lawn Grass Seed—how to have 
a better Jawn at lower cost—how a thick, 
heavy turf of deep-rooted perennial grass 





INHIBITS WEEDS AND CRABGRASS 
Early Autumn is the ideal time to improve | 
your lawn—repair summer damage—or build 
a new lawn with DRUMCLIFF blend of | 
selected perennial varieties containing new 
certified ILLAHEE Creeping Fescue; supply 
limited. Not sold in stores. We ship pre-tested, 
weed-free seed direct to you with full instruc- 
tions for planting and care. Write TODAY 
for lawn information FREE. No obligation; a 
postal card will do. Address: DRUMCLIFF 
COMPANY, Dept. 628, Towson 4, Maryland. 


A GOOD GIFT 


=—anytime 


A subscription to U.S. News & 
World Report is a welcome gift any- 
time. For business associates and | 
friends alike, this practical news- | 

| 
| 





magazine will serve a helpful and 
useful function every week of the 
year. It will furnish them with crisp, 
analytical reports on all the nation- 
al and international developments 
which affect us all so directly. 

If you believe that good things 
are meant to be shared, send in 
your gift order today. Special gift 
rates make this thoughtful gesture 
of yours inexpensive, too. 


GIFT RATES 
One year subscription........................065 $5 
Additional subscriptions, each................ $4 | 


These rates are for the U. S., its posses- 
sions, Canada, Central and South Amer- 
ica. For all other countries, $6. 


Please list additional gifts on a separate sheet. 


U.S.NEWS & WORLD REPORT 


Circulation Department 
435 PARKER AVENUE DAYTON 1, OHIO 


PT-Y-} COOL | 
ALL NIGHT! 
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ALL DAY! 
Guest - controlled 


HOTEL 

air conditioning 
+» noiseproofing 
-+.and a radio 
in every room! 
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What you as a businessman CAN and CANNOT 
as a result of federal court and administrative decisions. 


YOU CAN now wait 15 days after the 
end of a month before turning in to the 
Government the money you withhold 
from your employes’ pay for income tax, 
if the total amount withheld is more than 
$100 a month. The Treasury amends its 
regulations to extend from 10 to 15 days 
the time given these employers to deposit 
withholdings in Government depositories. 


* * * 


YOU CANNOT safely discharge a 
group of employes who leave their jobs 
in protest against working hours, even 
though they do not announce that they 
are striking or set up a picket line. The 
National Labor Relations Board orders 
one employer to reinstate with back pay 
such a group, although they had been 
replaced by other workers. The Board 
decides that the employes were discrim- 
inatorily discharged for concerted action 
that is protected by the Taft-Hartley Act. 


* * * 


YOU CAN sometimes be reimbursed 
under a Government cost-plus-fixed-fee 
contract for your State franchise tax 
even though reimbursement was not con- 
sidered during your contract negotiations. 
The Comptroller General allows one con- 
tractor to recover the amount of fran- 
chise tax under a contract providing for 
inclusion of State taxes other than in- 
come tax, although the amount of the 
franchise payment was measured by the 
contractor’s net income. 


* * * 


YOU CAN obtain additional informa- 
tion from the Office of Technical Services 
about German methods of producing 
dyes. Five new reports being offered for 
sale by the agency deal with German 
formulas and manufacturing processes 
for dyestuffs. 


% * * 


YOU CAN, as a farmer, count on re- 
ceiving 90 per cent of the corn parity 
price as of Oct. 1, 1948, for your 1948 
corn crop if your crop qualifies for the 
Government’s price support. The De- 
partment of Agriculture announces that 
the Commodity Credit Corp. will support 
the 1948 corn crop at this level by means 
of loans on farm-stored grain and also 
by purchases of corn delivered under 
purchase agreements in certain States 
and counties. 


YOU CANNOT expect to be allowed 
an income tax deduction for monthly 
payments to a machinery manufacture; 
under an arrangement giving you an op. 
tion to buy the machinery later upoy 
payment of a small amount. The U.§ 
Tax Court rules in one case that such 
monthly payments may not be deducted 
as rentals, since the taxpayer was acquir- 
ing an equity interest in the machinery. 
Deductions were allowed, however, fo 
the part of the monthly payments cop. 
sidered to be interest. 


* * * 


YOU CANNOT count on NLBB’s de. 
certifying a union as collective-bargaip. 
ing representative in your plant while the 
union’s contract still is in effect even 
though its officers have not filed non. 
Communist affidavits under the Taft 
Hartley Act. The Board holds in one case 


* that an existing two-year contract serves 


as a bar to a new representation election 
regardless of whether affidavits have been 


filed. 


* * * 


YOU CANNOT get a license to export 
certain chemicals unless your applicz- 
tion is filed before deadlines fixed by the 
Office of International Trade. The agency 
announces a series of dates that will serve 
as deadlines for processing these appli- 
cations for export licenses during the 
third and fourth quarters of 1948. 


* * * 


YOU CANNOT avoid complying with 
the Fair Labor Standards Act in regard 
to employes engaged in the operation 
and maintenance of the home office 
building of an insurance company that 
writes policies for persons in other States 
A circuit court of appeals decides that 
such employes of one insurance compat) 
are covered by the Act, since the com- 
pany writing such policies is producing 
goods for interstate commerce. 


* * * 


YOU CAN express your approval 0! 
disapproval to the Bureau of Standard 
about its proposed changes in standart 
sizes of cans used for fruits and_ vege 
tables. In announcing its proposed 1 
vision of these standards, the Bureal 
invites comments from canners, Ca! 
manufacturers, food distributors ant 
other interested persons. 





Conclusions expressed in these paragraphs are based upon decisions and_ rulings 9 
courts and Government bureaus. In making their decisions, courts and bureaus consiat' 
many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Wott 
Report, on written request, will refer interested readers to sources of this basic mater 
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A. World C Indust 
ions or ommerce-thaustry 
allowed 
nonthly 
racturer 
an Op- 
T upon 
e U.S, 
at such 
oducted 
acquir- 
chinery, 
ver, for 
i or commerce wi e little affecte y actions of the special Session o 
ts co World Eli. be Littl ff d b i f th ial i f 
the U.S. Congress. That's the present thinking both in U.S. and abroad. 

All bets would be off, though, if the U.S. and Russia should really begin 
— to sharpen swords. In that case, U.S. preparedness would start eating into pro- 
hile the duction schedules, exports would slide off, the European Recovery Program would 
ches have to take a back seat. But that possibility seems remote right now. 
ed non- 

e Tah Meanwhile, unfinished business of the 80th Congress in the international 
me case economic field is likely to remain unfinished. 
pai The International Trade Organization and the Havana charter will not be 
ive been acted on by the special session. The ITO is much too complex to take up now. 
The international wheat agreement, too, probably will be avoided. 
The Export-Import Bank will have to worry along without the $500,000,000 
© export increase in lending authority. The U.S. at the Bogota Conference intimated that 
bea such an amount would be earmarked for the Bank's use for Latin-American loans. 
> agency Rumblings about the Economic Co-operation Administration and how it is op-= 
— erating may be heard in the special session. American businessmen are getting 
Ee z 
pig 3 annoyed at ECA red tape. But this Congress won't do anything about it. 
148. Later on--next year--friction between the ECA and its customer countries is 
likely to come to a head. Already, ECA is tending to ride roughshod over deci- 
ing with sions made by the ERP countries on what they need and when they need it. 
FS ERP countries already are bringing their woes to the U.S. State Department. 
ie office But explosions in Washington are likely to be delayed until after elections. 
any that 
hig European breadbaskets are going to be much fuller this year than last. 
aaa Food grown in the backyard--in Europe--is to Supply much more of the Euro- 
the com: peans' needs. But large imports still will be needed, especially to supplement 
roducing and balance out the dreary diets of recent years. 
Crop prospects in Europe, outside Russia, look like this right now: 
Wheat crop will be about 43 per cent larger than last year, but 9 per cent 
roval 0! ——— 
sees below the average for 1935-39. All countries share in the rise. France expects 
standard to come near doubling her 1947 crop. British crop will be up 50 per cent. 
od Rye, too, is staging quite a rally after a poor year in 1947. 
, Bureat Other crops also are in good condition, especially potatoes and other root 
ers, * vegetables. Oilseeds look good. Fruit lags a little. 
ors allt A , 
Weather generally has been cool and rainy lately in Europe. Crops, to reach 
peak output, need more warmth and sunshine. 
dyer Results, if harvests are good, will be less hoarding of produce by farmers, 
Wort lower prices, a build-up of food reserves. The average European will spend less 
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WORLD COMMERCE-INDUSTRY== (Continued) 





of his time scrabbling for food, more time on the job. Efficiency of workers 
Should improve as more food, better diets become available. 

For governments, much bigger crops mean smaller food subsidies, less ra- 
tioning, less policing of farmers. Britain has just dropped bread rationing. 

A better feeling all around will appear with more food under the belt. It 


is a psychological thing, but it is important. 








>> The food situation in Western Germany already is showing surprising im- 
provement, considering that the main harvests are still to come. 
Reason is that food is coming out of hiding, is coming on the legitimate 
market. The currency reform is taking hold. The new mark has purchasing power, 
The farmer can use it to buy at least a few of the things he has wanted. 


>> With food easing and money troubles untangling slowly, industrial produc- 
tion in Western Germany is beginning to go places in a modest sort of way. 

Steel production in the Ruhr moved up sharply in June. This month, it is 
expected to top 500,000 tons. Further increases are looked for. 

Coal output also is making new postwar highs. June's production of 7,412,- 
000 tons was 25 per cent above May. Special incentives are again being given to 
miners. But their money wages now mean more to them than they did. 

Exports from the British-American zones of Germany in the first half, at 
$229,000,000, were larger than for all of 1947. Coal and scrap metal make up 
the great bulk of exports, but other things are beginning to move now. For ex- 
ample, in June almost 40 per cent of exports were manufactured products. 

Thus, despite the tenseness in Berlin, progress being made in Western Ger-= 
many is considerable. But further progress for several months may be slow. 
Currency reform trails in its wake all sorts of credit problems for business-= 
men and banks. Prices have still to reach stability. Imports and exports are 
hampered because the new mark still has no international value. 

And, overhanging, is the nightmare of a split Germany and the swords rat- 
tling on both sides of the Iron Curtain. The wonder really is that business re- 
covery and progress in Western Germany are possible at all. 


>> British cars can become a much bigger factor in export markets. 
It is not generally known that unused capacity in the British automobile 
industry is very large. Only about two thirds of capacity is being used. 
Shortages of raw materials, especially steel, have held back production. 
Exceptional success in selling abroad assures the British car industry of 
getting more steel and other needs, as soon as they can be Spared. 
American competition doesn't worry the British much. American car prices 
are too high. Dollar shortages are too acute. Home needs are too great. 
British manufacturers believe they can carve out an even larger share of 
the world market, given the materials. Already they are exporting four times as 
many cars as before the war. Already they've caught up with American exports. 











>> Mexican devaluation will be followed by further cuts in imports and, pos- 
Sibly, by Government action to stem the outward movement of capital from Mexico. 
Hope is that a cheaper peso will build up exports and tourist trade and re- 
verse the dollar drain caused by the unfavorable trade balance with the U.S. 
If things work out right, the World Bank may help Mexico with a loan. 
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with a New Fleet of Quality Tractors 


Commemorating the beginning of its Second Century of service to American 
agriculture, The Oliver Corporation presents a new fleet of farm tractors with 


advanced features of practical value to those engaged in the business of farm- 


ing with power. 


ae The OLIVER Corporation 400 w. Madison St., Chicago 6, Ill, 
ou 


PORATION 


(ae) 


“FINEST IN FARM MACHINERY” 
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Filipinos’ postwar war quiets down 
as guerrillas agree to try farming 


MANILA 

HOUSANDS OF PHILIPPINE PEASANTS are 
) germ down out of the hills, putting 
aside their guns and returning to work in 
the fields. An uneasy peace is being tried 
by the Hukbalahaps, farmer guerrillas 
who have been fighting for two years to 
win a guarantee of better treatment from 
the Government of the new island re- 
public. 

News that the Government and the 
Hukbalahaps had come to terms has 
aroused curiosity both here and abroad 
about the facts behind the persistent 
rebellion that went on in varying degrees 
of intensity ever since the end of the 
Japanese occupation. The full story can 
be pieced together now. 

The Huks were organized as a re- 
sistance army in 1942, and armed them- 
selves largely with weapons captured 
from the Japanese. After the war ended 
they chose to fight for agrarian reforms— 
sometimes by political action and some- 
times by outright combat with the Gov- 
ernment forces. 

The fighting started as a real farm re- 
volt, and that was the driving force be- 
hind most of the activities of the guer- 
rillas. Their leaders have told me they 
were never in revolt against the Govern- 
ment, that they were fighting only for a 
better deal for the farmers. 

The whole situation has been confused, 
however, by the fact that many wartime 
guerrillas-turned-bandit infiltrated into 
the Hukbalahap army or operated in 
bands posing as Huks. 

Partly as a result of this, the Huks 
were accused of atrocities, forced re- 
cruiting, looting and confiscation of arms. 
In an interview, the Huk leader admitted 
to me these charges have not always 
been completely without foundation. But 
he insisted the Hukbalahaps have never 
condoned such crimes. 

Nevertheless, terrorism has occurred 
regularly during the two years of re- 
bellion, Regular Hukbalahap units were 
responsible for part of it; bandits for 
the rest. 

Remember that during the Japanese 
occupation thousands of Filipinos ob- 
tained arms and operated outside the law 
—at that time, Japanese law. Killing be- 
came a virtue. It was a deed of heroism 
to live as an outlaw under the Japanese, 
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and many clung to that profession after 
liberation. 

At the core of the Hukbalahap up- 
rising, however, there has always been 
a genuine agrarian revolt. It was with the 
leaders of these farmers that the Govern- 
ment finally negotiated a peace settlement 
recently. 

Now the Huk army is being disbanded. 
The farmers and wartime guerrillas are 
registering their arms with the Govern- 
ment and have promised to quit fighting. 
They and the members of the National 
Peasant Union, which supported the Huk- 
balahaps, have been granted uncondi- 
tional amnesty. These are the peace terms: 


Protection of the peasants’ consti- 
tutional rights of worship, speech 
and assembly has been guaranteed 
by the Government. 

Industrialization is to be encour- 
aged, with the Government com- 
mitted to foster Filipino-owned in- 
dustries and businesses. 

The Government promises a pro- 
gram of breaking up big estates and 
distributing the land to the tenants 
on a long-term-payment basis. 

The Hukbalahaps, on their side, 
have agreed to co-operate with the 
Government, stop fighting, register 
their arms and demobilize their 
army. They are not required to sur- 
render their guns. They can keep 
their weapons in their homes for 
self-protection. 


Luis Taruc, the 35-year-old Huk 
leader, told me quite frankly that the 
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peasants could not be expected to give 
up their guns until the Government has 
demonstrated an ability to protect then 
against reprisals by the Constabulary 
and civilian guards. 
The settlement has brought to a hal 
a strange sort of warfare that had done 
as much as any other single thing to slow 
down the pace of Philippine recovery. 
The Huks operated in groups of ap. 
proximately 100 men each. The Goven. 
ment accused them of unprovoked attacks 
on villages and on farming estates. Tarue 
insists that the Huks fought only whe 
they were attacked or to protect the 
peasants from intimidation. 
The strength of the Hukbalahaps was 
fluid. As Taruc explained it to me: 
“One day a peasant would be working 
in the fields. The civilian guards would } 


- come to force him to pay an exorbitant 


rent or to intimidate him. He would lay 
aside his plow and the next day he would 
take up his gun and become a Huk sd. 
dier. How can you figure the strength of 
an army under those conditions?” 
What support the Huks commanded 
among the peasantry actually is vey } 
difficult to determine. Most firsthand ob- 
servers I have talked with say that the 
bulk of the peasants co-operated with 
the Huks. Some of them did so because 
they feared reprisals, but others went 
along out of sincere sympathy for the 
farmer rebellion. 
One thing the current peace settlement 
is expected to do, if it sticks. is to draw je 
a distinct line between agrarian rebel 
and outlaws. With the war ended, the 
Government can attribute all disturbances fhorders « 
in the future to banditry. And the Huk public. 1 
leaders are committed to co-operate with Botel, so 
the Government in stamping out such 
outlawry. J.-F i 
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Woes of diplomats 
traveling in Russia 


MOSCOW 

IPLOMATS IN Moscow have been chak 

lenging the unwritten law that travel 

outside the Soviet capital must be a 

ranged only through Intourist, the Rus 
sian travel agency. 

Experiences have been varied. Whet 
the British military attaché, Maj. Get. 
William Hilton, already pilloried in the 
Soviet press for alleged espionage activ 
ties, sought to spend a few days outside 
Moscow, his car was stopped by a militia 
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wy and the driver told that the road 
ead was closed for repairs. The General 
ied eight other roads, with the same 
ult. But, when his American col- 
pagues, who frankly didn’t believe the 
ory, checked it by driving along the 
me roads, they got through without 


rouble. ; , 
The nearest a responsible Soviet official 
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as ever gotten this season to defining 
e law on diplomatic movement was 
hen the manager of the Tiflis Intourist 
otel told a member of the Canadian 
mbassy he couldn’t have a room “be- 
ause you diplomats are only supposed to 
avel between Moscow and Leningrad.” 
he diplomat put through a long-distance 


tall to his Embassy at once, but before 


e got his number someone had rapped 
e hotel manager’s knuckles for being 
explicit and a room was offered. From 
en on the Canadian’s trip was plain 
ailing. He returned to Moscow to report 
e had traveled unhindered and, as far 
he could tell, unobserved, over the 
rgian military highway to spend sev- 
ral days in the oil towns of Baku and 
fahach-Kala. 
The British Embassy sent two Russian- 
peaking secretaries down the Volga Val- 
y to the oil area known as the “second 
aku.” In Tartar Kazan they lodged 
rivately at a house whose landlady 
ought they were escapees from a nearby 
natic asylum and showed traditional 
ussian compassion for them. Told they 
re English, her delight was  un- 
ounded. She had wanted to meet Eng- 
shmen ever since her childhood. 
The travelers did even better at Lenin’s 
irthplace, Ulyanovsk. They told the 
cal authorities they had come to study 
enin relics, and received municipal 


honors, including a visit to the local 


ttlement 


brary’s English-literature section, which 


to draw fgonsisted exclusively of the complete 
n_ rebels works of Mrs. Humphrey Ward. 
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otel, so they spent the night on the 


LY 30, 1948 


quay where a militiaman blew a whistle 
every time they closed their eyes. Soviet 
waiting rooms provide resting, but not 
sleeping, accommodation. In the morning 
the travelers complained to militia head- 
quarters that they were being followed 
by two suspicious-looking characters. The 
officer investigated the case, agreed they 
had grounds for complaint, told them he 
had assigned one of his own plain-clothes 
men to accompany them for the rest of 
their stay, so it wouldn’t happen again. 

The Russian officer was most attentive. 
What steamer did they want to take? 
The one to Stalingrad at 6 that evening? 
Certainly, he had influence with the 
captain and would get them reservations. 
But at 6 for the first time anyone in Sara- 
tov remembered, the boat didn’t show up. 
The officer’s influence didn’t extend to 
the captain of the next boat. However, 
he could get two comfortable berths in 
the night train to Moscow. Diplomati- 
cally, the travelers accepted the offer, 
returned to Moscow. 

Foreigners seeking to travel are having 
better co-operation from Soviet authori- 
ties than last year, though Intourist claims 
many of its hotels still are held for con- 
valescents by the Army. A. R. P. 


Sao Paulo grows fast 


despite the shortages 


SAO PAULO, BRAZIL 

HE SKYLINE of this fast-growing city is 
) ses to look more and more like a 
North American metropolis. 

Every time I visit this city of nearly 
2,000,000 in the heart of Brazil, several 
new edifices have risen against the hori- 
zon. Big new vehicular viaducts are be- 
ing laced across parkways through the 
center of town, giving Sao Paulo the 
unique appearance of something out of 
a World’s Fair futurama. 

Building permits are being issued at 
a phenomenally steady rate of 1,200 a 
month. Rio de Janeiro, which claims to be 
Brazil’s biggest city, is constructing at 
only one third this rate. 

Sao Paulo is the unchallenged eco- 
nomic capital of the country now. More 
than half of Brazil’s wealth and half of 
her industries are located in or near this 
city. Half of Brazil’s exports are now 
shipped from Santos, the port for Sao 
Paulo, a little more than an hour away. 

The state of Sao Paulo is the center 
of coffee growing, Brazil’s multimillion- 
dollar bonanza. But that’s only one item 
now. The state has 26,000 factories, of 
which 5,000 are right in the city. Brazil 
gets everything from cottons, rayons and 
woolens, to automobiles, tires, cement, 
shoes, plastics and refined petroleum 
products here. 

What curbs the enthusiasm of the 
local residents is the shortage of steel 





and of skilled man power. Brazil’s own 
Volta Redonda steel mill is producing 
300,000 tons this year and has more 
orders than it can handle. 

But even the steel shortage hasn't 
stopped construction. Sao Paulo _per- 
forms impressive feats with reinforced 
concrete and hardwood. 

You see more 1948 U.S. cars here 
than in any other South American city. 
In spite of import restrictions caused by 
a dollar scarcity, the four U.S. auto at- 
sembly plants in Sao Paulo are turning 
out 100 units a day, two-thirds of them 
trucks. Most of the plants have expan- 
sion plans, and a fifth auto firm is soon 
to join them. 

One of the largest U.S. mail-order 
concerns is going te open a retail store 
here soon. 

The rising cost of living, worse here 
than in Rio de Janeiro, has hit laborers 
especially hard. Fewer salary increases 
and a drop in take-home pay as a result 
of a cutback in overtime work have con- 
tributed to labor unrest. 

Sao Paulo’s official cost-of-living in- 
dex, using 1939 as 100, stood at 358.5 a 
few months ago and is still rising. Food- 
stuffs are even higher, with the index 
at 424.8. 

With the people irritated by high 
prices and housing and transport short- 
ages, it isn’t surprising that Communists 
find the field fertile. 

The Brazilian Communist Party has 
been outlawed, but it still functions 
clandestinely, publishes newspapers and 
carries on through other devices. Bra- 
zilian Communists have had two decades 
of experience in illegal operation’ be- 
tween wars, and repression gives them 
a certain martyr sympathy. Result is that 
here and in Santos, they and their fol- 
lowers are still reported to number in 
the hundreds of thousands. 

Apart from all this, Sao Paulo is doing 
fine. It will no doubt continue to look 
more like a U.S. city than any other in 
Latin America. B. S. R. 
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Ruhr Steel as Goal of Soviet Blockade ... U.S. Belief 
Tito Will Fall . . . Drive to Tie Pay to Price Controls 


George Marshall, U.S. Secretary of 
State, took the Berlin issue out of the 
hands of the Army Department only 
when the next move, which the mili- 
tary was suggesting, would involve a 
strong prospect of war. Gen. Lucius 
Clay and William H. Draper, Jr., Un- 
der Secretary of the Army, shaped 
U.S. policy on Germany in the past 
with little advice from diplomats. 


xk * 


President Truman until now has 
backed up the military in “get tough” 
moves. Now that the next “tough” 
move could involve war, he is inclined 
to let the diplomats take over, at least 
temporarily, from the generals. 


Kk 8 *% 


General Clay, as U.S. commander in 
Germany, is under instructions to be 
more careful about “leaking” infor- 
mation that supplies the basis for re- 
curring war scares in U.S. The latest 
war scare appears to have backfired 
politically. 


x *k * 


U.S. military officials 1n Germany 
are talking in terms of a rebuilding 
of the German Army as an offset to 
Russian strength in Europe. This talk 
is causing a rather sharp reaction in 
France and among other countries in 
Western Europe. 


wok -* 


Joseph Stalin, above all else, has his 
eye on the German Ruhr and its steel. 
Russian moves in Berlin are related to 
an effort to regain a voice in shaping 
policy for Western Germany as well 
as Eastern Germany. 


we ek 


Sir Oliver Franks, Britain’s Ambas- 
sador, and Henri Bonnet, Ambassador 
from France, have been engaged for 
several weeks in talks with top U.S. 
officials on the basis for a new confer- 
ence with Russia on the future of Ger- 
many. The idea is that Western na- 
tions should be fully prepared before 
going into any new talks with Russia 
on peace settlements. Past conferences 
were very loosely prepared for. 
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Russia is moving dependents of Rus- 
sian soldiers and diplomats out of Vi- 
enna, indicating that a squeeze is be- 
ing prepared next for that capital. The 
Russians, too, are closing down special 
schools in U.S. for children of Soviet 
diplomatic and trading officials, and 
sending many of them back to Russia 
on the ground that it is difficult to ob- 
tain qualified teachers for them. 


* ae 


Machine tools, used in making muni- 
tions, are being sold at public auction 
by the British, with the Communist- 
controlled Polish Government putting 
in bids for more than half of them. 
U.S. Congressmen, already critical of 
British sale of jet engines to Russia, 
are expected to raise a ruction over 
machine-tool sales to the Poles. 


xk k * 


Marshal Tito, dictator of Yugoslavia, 
who has challenged the Cominform, 
is given only a limited political life by 
U.S. experts. Russian agents are ex- 
pected gradually to undermine his 
position in Yugoslavia. 


x *k * 


Communists in China are making 
gains by offering Government troops 
silver for their rifles and ammunition, 
with inducements that they can get 
some good money in the trade and can 
avoid a chance of getting shot. 


x k * 


Senator Robert Taft is prepared to 
try to have a short special session of 
Congress in order to make it difficult 
for the President to use Congress as a 
convenient and cheap whipping boy 
during the presidential campaign. 


x k * 


Mr. Truman is making campaign 
plans that will carry him into nearly 
all Northern cities of 10,000 or more. 
The President intends to take the 
campai§gn initiative and to try to hold 
it right up to election time. 


ce OR 


Thomas Dewey, Republican nominee, 
will let the Republican leaders in 


Congress run that show wh ile he cap 
paigns for election on his own, yp 
Dewey will try to avoid responsibiji 
for what Congress does or does not4 
about controls over inflation, 


x * * 


Harold Stassen is in line to be offe 
the place that former Senator War 
Austin now holds as U. S. repreg 
tive in the United Nations, in eye, 
that Mr. Dewey is elected Preside 


x *k * 


John Snyder, Treasury Secretary, 
coming around to the idea that som 
thing will have to be done to get 
tighter hold on the supply of mone 
Mr. Snyder and others in the 
House group had shied away earl 
from the idea of tighter controls 
credit and money, when it was fear 
that controls might upset the boom 


xk k * F 
Leon Keyserling, member of fh 
Council of Economic Advisers tot 
President, and Paul Porter, form 
OPA Administrator, gave Mr. Tr 
man the ideas and advice on which 
shaped his recommendations to 
gress for revived economic conttol 
The President now is tending tot 
more and more to the New Deal grow 
of the past for ideas and advice. | 


xk * 


The White House group is count 
upon an acute shortage of meat, é 
veloping around election time?to 
sult in a housewives’ revolt agaifi 
Republican candidates for office. 
Truman is confident that he has 
opponents in Congress, as well as 
Dewey, over a political barrel ont 
issue of price inflation. 


* 9 


House Speaker Joseph Martin 

Senator Taft, as G. O. P. leaders# 
under pressure to insist that all pm 
be controlled, all wages and salaf 
be controlled and many consul 
goods be rationed if Congress det 
to restore any controls. Controls ti 
restored at the discretion of the 7 
dent are viewed with suspicion. ~ 
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